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INTRODUCTION 


In preparation for the Conference of First Ministers in February 1978, 
the Department of Regional Economic Expansion produced a report on 
economic circumstances and medium-term prospects by province. The 
present report, which constitutes one of several discussion papers 
prepared by the Government of Canada for the Conference of First 
Ministers in November 1978, is an updated version of the February 
report. The revision incorporates the most recently available data, and 
notes where economic prospects have changed significantly from those 
anticipated in February. 


This report was prepared primarily in the provincial and 
regional offices of the Department of Regional Economic Expansion. As 
part of its regular analytical work, the department periodically reports 
on the current economic circumstances and short-term prospects for the 
provincial and regional economies. Although economic circumstances at 
any point in time vary from province to province, many of the major 
economic development issues have regional dimensions which cut across 
provincial boundaries. In order to take these into account, regional 
overviews for the Western and Atlantic regions have been prepared and 
these precede the provincial reports in their respective sections. 


Although each region of Canada develops in its own distinct 
way, it is nonetheless true that economic activity in particular regions 
is closely related to economic activity in the country as a whole. 
Several factors had an overriding impact on the economic events in 
Canada over the last three years. Generally, the modest cyclical 
recovery of the national economy which began after mid-1975 slowed 
somewhat in 1977 with a growth of real Gross National Expenditure (GNE) 
of approximately 3 per cent for the year. As a consequence, the overall 
situation in the labour market softened as the average unemployment rate 
rose? from 7". l¢:percent in’ 1976 to 8.1 per cent.in 19/7 Thewinvestment 
climate remained uncertain and inflation, as measured by the Consumer 
Price Index, averaged 8 per cent over the same period. 


A review of economic conditions over the course of 1978 
reveals an improved but somewhat mixed picture. Based on stronger 
consumer expenditures and a sharp rise in exports, the real rate of 
growth of GNE could reach 4 per cent. The investment climate for 1978 
and the medium-term future also seems to be improving and pressures on 
domestic prices, particularly of food, are expected to abate. However, 
despite a growth of employment of over 3 per cent, the unemployment rate 
is expected to remain high. 


While prospects for economic development exist in every prov- 
ince over the medium term, economic performance is not expected to be 
evenly distributed. The Atlantic provinces have been particularly 
affected by the recent period of relatively slow growth in the national 
economy and have lost some of the relative gains which they had made in 
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the late sixties and early seventies. Nevertheless, the medium-term 
prospects appear to be improving and the region could experience 
significant growth during the 1960s if certain promising resource 
potentials are realized. The Quebec economy continues to suffer from 
structural problems which have affected the manufacturing sector since 
the early 1960s. Notwithstanding these difficulties, there have been 
buoyant periods linked especially with large public undertakings (Expo, 
Olympics, hydro-electric projects). The 1980s could prove to be a 
challenging period for the provincial economy as the manufacturing sector 
adjusts to the changing competitive pressures in the world economy and 
the city of Montreal redefines its role in the urban hierarchy of the 
country. Ontario should continue to maintain relatively stable growth 
based largely on resource development in northern Ontario and 
manufacturing and higher-order services activity in the south. Real 
Regional Domestic Product in the four western provinces now exceeds that 
for Quebec and the Atlantic provinces combined, and the medium-term 
prospects for the western provinces are encouraging. This growth, 
however, is not shared equally by all four provinces. Economic circum- 
stances in Saskatchewan and, to a lesser extent, in Manitoba fluctuate 
according to the returns from agriculture, although the historic 
situation in Saskatchewan may be expected to become somewhat more stable 
in the face of on-going resource developments outside the field of 
agriculture. On the other hand, Alberta and British Columbia can expect 
above-average growth based on continued resource-related developments. 


Although, in general, perceptions of the medium-term prospects 
in the various regions of Canada have not changed dramatically since the 
February 1978 edition of this report, a few particular comments are 
warranted. Overall prospects as described in Quebec and Ontario appear 
to remain more or less unchanged since they were reviewed earlier this 
year. In the Atlantic Region, especially in the maritime provinces, the 
prospects now appear somewhat more encouraging. In the west, the 
medium-term prospects also appear better, with a slight realignment of 
the four provinces in terms of the perceived climate for future growth. 
There is a more optimistic mood respecting Manitoba, and the medium-term 
prospects in Saskatchewan now look distinctly better. Although the 
medium term should see a resumption of rapid growth in Alberta, the 
growth rate may not be as high as might have been predicted a year ago. 
The medium-term outlook in British Columbia remains much the same as in 
February. 


Each of the provincial reports contained in this discussion 
paper concludes with a section outlining some of the major economic 
development prospects for that province. Although every attempt has been 
made to focus on the significant opportunities in the medium term, it is 
obvious that additional opportunities to enhance the prospects outlined 
in this document may well come to light in the future, and, as a result, 
any listing of this sort cannot be considered exhaustive, nor should it 
be considered limiting in indicating areas in which the Government of 
Canada is willing to explore viable development opportunities across all 
regions of the country. 


REGIONAL OFFICE 
@ PROVINCIAL OFFICE 
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ATLANTIC REGION 


OVERVIEW 


The economy of the Atlantic Region experienced significant growth during 
the period 1961-77. Total regional output measured by Real Domestic 
Product (RDP)* increased by 115 per cent, approximately 10 percentage 
points lower than Canada as a whole over the same period. On a per 
capita basis, however, RDP in the Atlantic Region increased faster than 
that of Canada: 85 per cent compared to 76 per cent. 


The Atlantic economy has not been able to avoid the period of 
relatively sluggish demand currently being experienced in most parts of 
Canada and, indeed, in most industrialized countries. In recent years, 
growth has been slower in the region than in the country as a whole. 


In 1977, RDP increased by only 1.2 per cent compared to 3.1 
per cent for Canada, and it is anticipated that growth for 1978 will be 
around 1.7 per cent for the region. Forecasts for 1979 suggest a higher 
growth of about 3.2 per cent for the Atlantic Region. 


The Atlantic Region labour force has increased faster than the 
Canadian average since the early 1970s, as a result of a reversal of 
migration trends and a rapidly increasing participation rate. Despite a 
high rate of employment growth, the net result has been an increasing 
unemployment rate. 


Over the medium term, however, the prospects for the region 
are for a resumption of slightly higher rates of output growth 
approaching 4 to 5 per cent per year. Prospects for such a recovery 
hinge on the realization of a number of development opportunities and 
increased demand both from the rest of Canada and from abroad. 
Essentially, the medium-term prospects in the Atlantic Region appear to 
be somewhat more encouraging that those described in the February 19/78 
edition of this report, especially in the three maritime provinces. 


* Current figures and most of the forecasts 
for RDP come from the Conference Board in Canada. 
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ECONOMIC CIRCUMSTANCES 
Demographic Trends 


The Atlantic Region increased its population by 7.2 per cent in the 
1971-77 period, only marginally less than did Canada as a whole. 

During this period, the net migration into the region was in the order of 
2 000 persons per year. In July of 1978, the population of the region was 
estimated to be 2.2 million, an increase of 2.6 per cent from July 1976. 


Provincially, Newfoundland continued to lose population 
through migration in the early 1970s (although at a lower rate than 
previously), while the three Maritime provinces all registered net 
in-migration. Preliminary data for 1977 suggest that Prince Edward Island 
and Nova Scotia experienced increased net in-migration. 


Over the medium term, the region may well maintain the current 
level of in-migration. To the extent that unemployment rates remain high 
in other parts of the country, out-migration will likely appear 
unattractive. At the same time, it is possible that a continued trend 
toward rural living, combined with higher housing costs elsewhere in the 
country, will tend to encourage some continued in-migration. 


Labour Markets 


During the 1971-76 period, employment in the region grew at a pace only 
marginally lower than that of Canada. However, due to the pressures of 
population growth, the age structure of the population, and a 
participation rate which increased marginally faster than the national 
average, the regional labour force grew faster than that of any other 
region. Consequently, the unemployment rate, which was only 0.8 percentage 
points higher than that of Canada in 1971, increased to 3.9 percentage 
points higher than Canada's rate in 1976. In 1977, employment creation 
grew by approximately 1 per cent, resulting in a regional unemployment 
rate of 12./ per cent, some 4.6 percentage points higher than the Canadian 
average. Although the region appears to have experienced above-average 
employment gains in 1978, it is expected to lag slightly behind Canada in 
1979. The seasonally adjusted unemployment rate for the first ten months 
of 1978 approached 13 per cent. 


Future prospects in the labour market are for continued high 
unemployment throughout 1979. Decreases in unemployment should occur 
in the 1979-80 period, when a number of planned projects become 
operative. 


Investment Climate 


Investment growth in the 1970s has not kept up with the rest of Canada. 
Capital expenditures in 1977 were only 58 per cent higher than in 1971, 
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whereas those for Canada were 130 per cent higher. The region did, 
however, experience rapid investment growth in housing, trade, finance and 
commercial services and utilities, all of which more than doubled over the 
period. On the other hand, manufacturing investment, which had reached a 
peak in 1971, was 42 per cent lower in current dollars by 1977. 


In 1978, on the other hand, capital and repair expenditures in 
the Atlantic Region are expected to increase by 13.6 per cent, compared to 
7.4 per cent for Canada, as a result of significant increases expected in 
several sectors. Most of the increase in investment, however, is 
occurring in the public sector, and private investment in the region 
remains cautious. 


Over the medium term, investment is expected to be reasonably 
stable as a result of a number of approved and proposed major projects. 
Resource and manufacturing industries should continue to improve. 
However, the restraint policies of both the federal and provincial 
governments may moderate this growth. 


Sectoral Review 


For real output, gains were realized in every sector except agriculture 
over the 1961-77 period. In terms of the share of total Real Domestic 
Product, agriculture and forestry declined, and fishing and mining 
remained stable, while manufacturing and utilities increased. In 
employment, the service sector's share of total employment grew faster 
than those of all other sectors, with the primary sector registering a 
sharp decline. 


- Agriculture has been steadily declining in importance, both in 
terms of output and employment, but this industry is expected to 
Stabilize over the medium term. So far, 19/78 appears to have been 
a moderate year for farmers, although potato receipts are down in 
some areas. For the first four months of the year, farm cash 
receipts were 34 per cent higher than for the same period in 1977. 


~ The forestry sector's outlook has improved in the last year. 
Demand in the lumber industry has been strong, and newsprint demand 
showed no sign of weakening in 1978, due partly to the exchange- 
rate advantage and to strikes in the industry in the U.S. 
northwest. However, substantial growth is not expected in the 
industry, as the widespread budworm infestation and heavy 
exploitation of the resource in the past have reduced the quality 
and quantity of raw materials available. 


- The Atlantic fishery has encouraging growth prospects over the 
medium to long term as a result of the 200-mile economic zone, 
and the expected recuperation of stocks. Lobster catches were good 
in 1978 and prices higher than 1977 levels. European markets are 
expanding for groundfish and the substantial reduction of the 
countervail threat in the U.S. has ensured continued access to the 


American market. 
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The improved prospects in the fishery are expected to be translated 
principally into higher incomes and higher productivity for those 
currently employed in the industry, rather than into regional 
employment increases, 


- The manufacturing sector suffered substantially from the recent 
slow down. Employment declined by 9.3 per cent from 1974 to 1977. 
Manufacturing investment has recently increased but it will still 
take a few years before the sector regains its dynamism of the 
early 1970s. Over the medium term, a turnaround can be expected in 
investment, and the region can be expected to profit from the 
lowering of international tariffs. In the first seven months of 
1978, the value of manufacturing shipments increased 14.5 per cent, 
slightly below the national average. 


- The service sector is by far the most important in terms of both 
real output and employment. Im terms of production, its growth 
performance from 1961 to 1977 was approximately the same as the 
regional economy as a whole, and in 1977 the sector's share of 
total output stood at 65 per cent. Employment in services 
registered the highest increase of all sectors, and by 19/7 over 60 
per cent of employment was in service jobs. Underlying the growth 
in employment in services were two major factors. The rise in 
personal income, in part due to increased transfer payments, led to 
an increase in the demand for services. Also, the growth in 
existing government services led to a significant increase in 
government and government-induced employment. In 1978, retail 
sales and sales of new motor vehicles increased, indicating 
moderate strength in the commercial sector. 


- All four provinces will likely enjoy growth in the tourist industry 
in 1978 and 1979., The number of visitors is expected to increase 
by 10 per cent, and expenditures by 15 per cent. The exchange rate 
and the use of sophisticated marketing techniques, such as the 
computerized 'Check Inns' reservation system, have helped to 
improve operations in this sector. 


MAJOR ECONOMIC DEVELOPMENT PROSPECTS 


The performance of the economy of the Atlantic Region over the next five 
years will depend largely upon the growth of the Canadian and United 
States economies. While current international economic conditions are 
still having a negative impact on the regional economy and will 
undoubtedly impede labour market performance throughout 1978, prospects 
for growth beyond that look more encouraging. However, these prospects are 
based on the realization of a number of specific opportunities and the 
removal of identified constraints. 


The importance of the fishing industry is expected to grow as 
the region takes advantage of the extension of fisheries jurisdiction to 


12 


200 miles. Realization of new opportunities generated by the adoption of 
the 200-mile limit will require involvement of the federal and provincial 
governments as well as processors and fishermen. Stocks are expected to 
recover gradually over the next 5 years and selected investment in 
expansion and fleet modernization may soon be required. Infrastructure 
improvements, stronger marketing, and shore-based production facilities 
will all be important to the revitalization of the industry. 


If the forestry industry is to hold its own, investments will 
probably be required according to market demand to modernize some of the 
older pulp and paper mills and to further rationalize the sawmilling 
industry. The industry will generally have to adapt to a greater 
utilization of hardwoods as a result of budworm infestation. 


The medium-term outlook in mining is generally favourable. 
Demand for coal will increase as additional coal-fired electrical 
generation is introduced. For base metals, the outlook is less promising 
for the next few years, although the industry in the Atlantic Region may 
suffer less than base-metal operations elsewhere. For non-metals, 
prospects appear to be relatively stable. 


The outlook for the Atlantic Region's manufacturing industries 
is for a gradual return to more normal levels of activity. Recent 
announcements by the steel industry are encouraging. Both fish-processing 
and ship construction and repair are likely to benefit from the increased 
opportunities associated with the 200-mile limit. Strength in the 
agricultural sector is expected to result in gains in the regional 
food-processing industry. 


Two major energy projects in the Atlantic Region are under 
active investigation. The Fundy Tidal Power Project is considered to have 
important potential and, if studies now underway prove the feasibility and 
viability of the project, some construction activity could occur before 
1985. Second, a major hydro-electric power project at Gull Island on the 
lower Churchill River in Labrador has been under investigation for several 
years with on-going activities soon to come under the aegis of the Lower 
Churchill Development Corporation. 


The National Energy Board has given its approval for the 
construction of a liquified natural yas transshipment terminal at 
Lorneville near Saint John, New Brunswick. Delay in receiving U.S. 
approval has, however, placed this project in jeopardy. In the medium 
term, the high cost of energy will remain a serious constraint to 
development and a heavy burden on the region's energy consumers. Over 
the longer term the prospects for hydro and perhaps offshore oil and gas 
development might present major opportunities. 


In summary, most of the medium-term development opportunities 
in the Atlantic Region are to be found in the natural resources of the 
area and, in the longer term, in its energy potential. 
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NEWFOUNDLAND 


OVERVIEW 


The 1970s have been a period of prolonged slow growth in which the 
Newfoundland economy has experienced high unemployment. Since 1971 real 
output growth in Newfoundland has increased by an average annual rate of 
2./ per cent, compared with a rate of 6.6 per cent in the 1960s. Real 
output actually declined in 1977. Since 1961 growth in personal income 
has been fairly steady as government transfers to persons have increased 
from 16 per cent of personal income in 1961 to 27 per cent in 1977. 
During 1978, a further decline in output is likely, due in large part to 
the poor performance of the mineral sector, and the unemployment rate 
has remained high. However, the forecast for 19/9 is for a real 
increase of almost 4 per cent in output, along with a levelling off in 
the unemployment rate. 


Looking to the medium term, the economic picture appears 
somewhat brighter than it did in the recent past, but a number of 
structural problems remain to be solved. Growth in the provincial 
economy is expected to improve over the next five years, although it 
will not attain the 6 to 7 per cent levels experienced in the 1960s. 

The traditional large-scale federal transfer payments, along with the 
provincial government's operational expenditures (financed in part by 
long-term borrowing), are likely to be affected by the present policy of 
restraint by both orders of government. This might limit the prospects 
for expansion in the medium term. Moreover, private enterprise may 
hesitate to invest until the uncertainty about the long-run supply of 
energy in the province is resolved. These adverse factors are likely to 
be counteracted somewhat by the promising prospects for the fishing, 
mining and forestry industries forecast for the next five years. 
Essentially, these perceptions have not greatly changed since the 
February 1978 edition of this report. 


15 


ECONOMIC CIRCUMSTANCES 
Demographic Trends 


Newfoundland's current population is approximately 570,000. Its 
population growth since 1961 has remained fairly constant, averaging 1 
to 1.5 per cent a year, compared with 1.5 for Canada as a whole. No 
significant change is expected in this growth rate in the near future. 
Newfoundland continues to have an age structure characterized by a high 
dependency ratio. Almost one-third of its population is below the age 
of fifteen. 


Labour Markets 


During the past several years the labour situation in Newfoundland has 
been dominated by growing unemployment. Since 1970 the labour force has 
increased 39 per cent to 198 000 in 1978. However, the growth of new 
job opportunities has not kept pace and, as a result, the unemployment 
rate has risen from 13.6 per cent in 1976 to almost 16 per cent in 1977, 
and is expected to approximate 16.6 per cent in 1978. The labour force 
participation rate in Newfoundland has increased from 43 per cent in 
1970 to 51 per cent in 1978, but is still well below the national 
average of 62 per cent. The labour force is expected to increase by 3.6 
per cent from 1977 to 1978, an increase marginally smaller than the 
national average. Average weekly wages and salaries rose 2./7 per cent 
from 1977 to 1978 but are expected to rise faster in 1979. 


Investment Climate 


Since 1971 public and private capital expenditures have increased at an 
average rate of 4 per cent per annum. The construction industry and 
utilities were especially hard hit by a general decline in investment 
over the last two years. Major energy-related projects point to a 
brighter future in 1979 and over the medium term. 


Sectoral Review 


- The volume and value of fish landings were up substantially in 
1977 despite a trawlerman's strike which affected most of the 
island during the first part of the year. Landings for the first 
eight months of this year were up 7.9 per cent, mainly as a 
result of strong performance in the offshore fishery. Prices on 
world markets are strong and, as a result, the value of landings 
during this period has increased 25 per cent compared to the same 
period last year. 


- Pulpwood production for the first seven months of 1978 was down 


over 20 per cent compared to the same period last year. However, 
Bowaters Limited and Price Newfoundland Limited are currently 
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operating” at fullecapacity andait as anticipated Ahat production 
of paper and related products should reach last year's level. 
The outlook for 1979 is for a continuation of relatively high 
levels of activity in the industry. 


- Mineral output in Newfoundland experienced considerable gains over 
the past several years. However, the labour dispute at the Iron 
Ore Company of Canada in early March of this year severely 
affected the industry in the province. The work stoppage lasted 
four months and involved 2 300 employees of the Iron Ore Company 
and an estimated 2 000 related workers. Combined with depressed 
world markets, the result is expected to be a decline in mineral 
production of close to 25 per cent in 1978.° On thé positive’ side, 
zinc production is remaining steady, and prospects for 1979 for 
the mining industry are encouraging. 


- The value of manufacturing shipments during 1975-77 declined as a 
result of the closures of the Come-by-Chance Oil Refinery and the 
Labrador Linerboard Mill. Active prospects exist for the 
reopening of both these facilities. But even in their absence, 
growth in the total value of shipments resumed normal patterns 
during the second half of 1977, resulting in a 13 per cent overall 
increase for that year. This pattern continued for the first 
seven months of 1978: the value of shipments increased over 19 
per cent compared to the same period last year. The value of real 
manufacturing shipments is expected to increase by approximately 3 
per cent in 1978. 


- Construction activity was severly depressed in Newfoundland in 
1977 with overall construction expenditure down by almost 20 per 
cent and housing starts down by 41 per cent. To a large extent 
this decline reflects the fact that the province's long-standing 
housing shortage has been filled and the industry is now operating 
at more normal levels of demand. Total construction expenditures 
are forecast to drop by only 4.5 per cent this year, as the impact 
of the decline in residential activity is softened by an increase 
in the non-residential sector. Activity in the sector is highly 
dependent on major government programs such as the renovation of 
whart,@ferry and dock~facilit tes~ and” the upgrading” of “the 
Trans-Canada Highway. 


Sub-Provincial Circumstances 


St. John's on the east coast and Corner Brook on the west coast continue 
to be the major centres of economic activity in the province. Both are 
growing rapidly -- a reflection of the reduction of employment 
opportunities in the rural economy. A number of smaller centres have 
been particularly hard hit in the past year with closure or cutting back 
by the towns' major employers. 
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MAJOR ECONOMIC DEVELOPMENT PROSPECTS 


The short- and medium-term outlook for Newfoundland's fishing industry 
is for continued improvement. However, in order to realize 
opportunities emerging from Canada's adoption of the 200-mile economic 
zone, ongoing dialogue between the federal and provincial governments, 
the industry, and fishermen is required in order to meet the challenge 
of the next decade. Government involvement in support of infrastructure 
improvements and shore-based production facilities is an essential part 
of the modernization and revitalization of the industry. A 
concentration of effort through resource management, industry 
rationalization, international market expansion and infrastructure 
Support will be necessary. Output in the industry is expected to double 
in the next five years. This is expected to result in higher incomes 
for those in the industry but only a moderate increase in employment. 


Improvements in the markets for pulp and paper products in the 
United States and other foreign countries have resulted in high levels 
of production for the province's two paper mills. Since contracts for 
the sale of paper products are made in foreign currencies and are 
long-term in nature, the continued decline in the value of the Canadian 
dollar has meant a comparative increase in revenues for the two 
producers. Consequently, the short- to medium-term outlook is good. 
There also are opportunities to expand the sawmilling industry, subject 
to a rationalization of its production and marketing operations. 


The future continues to hold promise for increased mineral 
production. The most recent expansion of the Iron Ore Company of Canada 
facilities in Labrador City has been completed, and there are extensive 
unexploited iron ore deposits. The demand for iron ore is expected to 
strengthen in the future, which will more than offset the losses 
sustained in 1978. The exploration for gold near Port aux Basques is 
still in the initial stages. Similarly, the uranium deposit near 
Makkovik may be developed in the medium-term future. Mineral production 
elsewhere in Newfoundland may experience some setbacks, and adjustments 
may be required in certain mining communities in the short and 
medium term. 


Despite the serious setbacks of recent years, the short- and 
medium-term prospects for the manufacturing sector are moderately 
encouraging, due mainly to a turnaround in the fortunes of the fishing 
and paper industries which form the basis of the -this sector. 


Although construction activity fell during 1977, and again in 
1978, the outlook for 1979 is somewhat brighter. A turnaround is 
expected in residential construction and a number of private sector 
projects are scheduled for 1979. Utilities spending and construction 
activity is expected to improve with the beginning of work on the $80 
million hydro project at Hind's Lake in central Newfoundland in 1978-79. 
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Further improvements on the construction scene may occur in the next few 
years with the planned additions to the thermal-generating plant at 
Holyrood. 


The development of energy resources is seen as a key to 
economic growth in the province. It and the possibilities of offshore 
petroleum and minerals represent the major issues of concern for the 
future development of Newfoundland. The provincial government has been 
considering the development of the hydro-electric potential of the lower 
Churchill River (the Gull Island hydro project) although no final 
commitment has been made. In the meantime, generating capacity is being 
expanded at existing thermal plants. 


Potential offshore petroleum is considered to be a promising 
natural resource for the province. Industry reports suggest that if 
commercial finds are confirmed, production may be possible within the 
next decade. Although oil and gas exploration was stalled in 1977 
awaiting settlement of jurisdictional problems, exploration activity 
resumed in 1978 and should continue to increase in the medium term. 
Considerable spinoff effects are expected for the short and medium term 
in the areas of marine services, shipbuilding and repair, and 
transportation and ancilliary services. 


It is expected that the tourism sector will experience growth 
and expansion over the next five to 10 years as a result of 
federal/provincial initiatives to improve services and encourage private 
investment in facilities. The shortness of the season and the cost of 
transportation to the province remain as major constraints. 


There may be medium- to long-term development opportunities 
associated with Newfoundland's marine tradition and “North Atlantic 
Gateway" location. For example, Newfoundland and the U.S. National 
Aeronautics Space Administration (NASA) are developing plans for a 
global weather report read-out station at Sheer Cove, 15 miles from St. 
John's. The Newfoundland Ocean Research and Development Corporation 
(NORDCO) will administer the contract. An ice research institute, 
involving an initial investment of $35 million, is slated for the medium 
terme 


On the whole, Newfoundland's prospects for development in the 
medium- and long-term future appear to stem from its marine resources 
and its energy potential. 
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PRINCE EDWARD ISLAND 


OVERVIEW 


From 1961 to 1971 the economic structure of Prince Edward Island 
remained virtually unchanged. The province continued to be heavily 
dependent on agriculture, fishing and tourism. The 1960s were marked by 
slow population growth, lagging incomes, and high seasonal unemployment 
rates. However, since 1971 moderate advances have been made, with 
increased investment and some diversification of the Island economy, as 
well as modest population growth. 


Real output grew by about 2.3 per cent in 1977, compared to 
about 3 per cent for the country as a whole. Indications are that real 
output will increase by 4.1 per cent in 1978, a rate higher than all 
provinces but Alberta. Both wages and salaries and personal disposable 
income grew more slowly in 1977 than in 1976. Personal income grew by 
only 7.2 per cent (compared with 9.6 to 10.7 per cent in the other 
maritime provinces). Preliminary estimates suggest that in 1978 the 
growth of personal income will continue to lag behind that of the other 
maritime provinces. 


The prospects for the medium term are for moderate growth 
based on the manufacturing sector, particularly food-processing, and the 
service sector. The size of the working-age population in Prince Edward 
Island is expected to grow at a slower rate through 1978-85 than it has 
during the past five years. The significant increase in participation 
rates which contributed to the rapid advance of the labour force is also 
expected to slow considerably. In the medium term, therefore, the 
employment situation may improve, although in 1979, the unemployment 
rate is expected to remain around the 10 per cent mark. The modest 
expectations for growth over the medium term have not changed 
appreciably since the February 1978 edition of this report. 
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ECONOMIC CIRCUMSTANCES 
Demographic Trends 


The population of the Island in 1971 was 111 600, and approximately 

122 000 in July 1978, an increase of about 9 per cent. A large part of 
this increase was caused by migration into the province; the Island's 
rate of in-migration has increased considerably in recent years. Most 
of the population growth occurred around the province's major centres, 
Charlottetown and Summerside. 


Labour Markets 


The labour force expanded from 44 000 in 1971 to 52 000 in 1978, an 
increase of 18 per cent in the seven-year period. The expansion in the 
labour force this year is larger, in relative terms, than the increases 
in the neighbouring provinces of Nova Scotia and New Brunswick. 

P.E.I.'s participation rate of 58 per cent in 1978 is the highest in the 
Atlantic Region. Similarly, the female participation rate is higher 
than in the other Atlantic provinces. 


Despite the fact that moderately strong employment growth took 
place in both 1977 and 1978, it was outpaced by the growth of the labour 
force, so that the average annual rate of unemployment in 1977 was 10 
per cent. It is expected that the 1978 rate will not change 
appreciably. 


Investment Climate 


New investment in buildings and machinery increased dramatically from 
1969 to 1973, reflecting major expenditures in housing, government and 
institutional categories. After 1973, investment expenditures slowed 
down, due mainly to a sizeable cutback in housing construction. 
Investment during 1977 picked up substantially in the public sector but 
was relatively weak in the private sector, especially in manufacturing 
and utilities. Preliminary indications are that the investment climate 
is cautiously optimistic in 1978 and is likely to remain so for 1979. 


Sectoral Review 


- The agriculture sector has shown a significant improvement in 
recent years but some setbacks occurred in 19/77 and 1978 compared 
to the record harvest year of 1976. Low prices for the 1977-78 
potato crop resulted in a decline in farm incomes in the first 
half of 1978. The potato crop declined slightly again this year, 
but it is expected that this decline will be compensated by 
improved prices in other agricultural commodities. P.E.I. 
farmers, therefore, will likely count 1978 as a fairly good year. 
Processing facilities for the potato crop have expanded in the 
past year, and are taking a larger share of the crop than in the 
past, adding some welcome stability to the farm sector. 
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- Prospects are brighter in the Island's fishing industry. The 
P.E.1. industry is heavily dependent on one species, lobster, 
which is being fished at its maximum sustainable yield of 
approximately 11 million pounds per annum. Lobster accounted for 
65 per cent of the total landed value of all fish in 1977. The 
value of fish landings in 1977 was $14.6 million, and $11 million 
through the first 8 months of 1978. In 1978 the lobster catch 
was good and prices and demand were high. 


A program has recently been introduced under the Comprehensive 
Development Plan which will compensate fishermen for the 
voluntary retirement of lobster licences. The goal is to reduce 
the number of lobster fishermen from 1 500 to 1100. If the 
program goal is achieved, lobster will be fished at its maximum 
sustainable yield and the earned incomes of the remaining 
fishermen can be expected to increase. 


- It appears that the Island is gradually recovering from the 
decline in tourism experienced in 1976. In 1977 there was a real 
increase in tourist spending of 1 to 2 per cent. Revenue is 
expected to be higher again in 1973. The depreciation of the 
Canadian dollar will no doubt help the Island's tourism sector. 


- The food- and fish-processing industries account for over 70 per 
cent of total manufacturing value-added, so that the decline in 
output in 1977 in the agriculture and fishing sectors had a 
significant impact on the manufacturing sector. In 19/78, the 
moderate year in agriculture combined with the encouraging year 
for the fishery provides some indication that significant growth 
will be realized in the manufacturing sector. 


- Since 1974 initiatives have been undertaken to diversify the 
industrial sector on the Island. A number of new establishments 
which will produce and market higher-technology products have 
located in Charlottetown. New industrial malls have been built 
in Charlottetown and Summerside to house a number of these 
smaller firms. Further developments of this sort are expected to 
continue for the next few years. 


- The construction industry has been making a substantial 
contribution to the growth of the Island economy. Housing starts 
in 1977 were down from 1976 levels but preliminary data indicate 
that residential construction has increased substantially in 
1978. P.E.I. is the only Atlantic province to show gains in 
housing construction this year. Non-residential construction has 
made gains as well, in part due to the large Harbourside project 


in Charlottetown. 


- The service sector has been a source of strength to the Island 
economy in 1978, due mainly to an increase in levels of trade, 


re, 


although gains are also anticipated in community, business and 
personal services. The growth in the service sector is expected 
to be smaller in 1979 because of an expected slowdown in trade. 


Sub-Provincial Circumstances 


The Island, like most provinces, continues to experience a trend toward 
urbanization. Most population growth is occurring around the two main 
urban centres, Charlottetown and Summerside, and the unemployment rates 
in these centres are appreciably lower than in the rural areas of the 
province. 


MAJOR ECONOMIC DEVELOPMENT PROSPECTS 


Moderate growth is expected for the next five years in the agriculture 
sectore Potential developments include a cardboard-packaging 
manufacturing plant which would also serve other industries, a frozen- 
fast-food plant, the shipment of potato wastes to a beef feedlot, a 
potato information/communication centre, and a plant to produce alcohol 
from potatoes. The fishing industry is forecast to achieve a marked 
improvement in the short and medium terms. In addition to rationalizing 
the lobster fishery, efforts are being made to establish an aquaculture 
industry based on oyster harvesting. It is expected that the concerted 
efforts in recent years to increase the productivity of the Island 
fishermen will produce benefits which will be seen in the next five to 
seven yearse The tourist industry is expected to expand. 


In the next year construction work for the Department of 
Veterans Affairs offices will begin. This project will create a number 
of construction jobs during the next three years and, thereafter, 600 to 
800 permanent jobs will be created. The province and municipalities are 
currently planning for this project in order to maximize its positive 
effects. Other major construction projects in the near and medium-term 
future, such as the construction of a new hospital and the re-building 
of the airport point to an optimistic outlook in the construction 
industry. 


Industrial diversification has been an important development 
objective in Prince Edward Island. During the last three years the 
province has made great efforts to attract industries which are small 
and do not rely on the natural resources of the province. A number of 
firms have located in the Charlottetown and Summerside industrial 
parks. 


Revitalization of the city core and waterfront area in 
Charlottetown is now well underway. The Confederation Court project 
began in the spring of 1978 and will end in late 1979, resulting in 
considerable retail and office expansion in the city core. Total 
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project costs are $8 million, with total direct new jobs exceeding 100. 


Although largely privately financed, there is some government investment 
through the Comprehensive Development Plan. 


The Charlottetown waterfront area is now undergoing a $30 
million revitalization. The Charlottetown Area Development Corporation 
(CADC), owned by the province, city, and surrounding municipalities, is 
the implementing agency, with its funds coming from a host of public and 
private sector sources. Further revitalization of the area will be 
carried out by the CADC in the 1980s using increasing amounts of private 
sector funding. Current and future activity will result ina large 
amount of construction-related employment, with activity to 1981 
generating more than 150 permanent new jobs. 


The wide range of present and future opportunities suggests 


that the Island's development prospects are brighter and more 
diversified than they appeared to be a few years ago. 
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NOVA SCOTIA 


OVERVIEW 


Real Domestic Product in Nova Scotia grew by 1.4 per cent in 1977, 
compared with 3.1 per cent nationally. Some recovery is forecast for 
the province in 1978 with an expected growth rate of 3.4 per cent. The 
slowdown in the provincial economy in 1977 is attributed primarily to 
weaknesses in agriculture, construction, utilities and the service 
sector. In the manufacturing sector, performance of the shipbuilding 
industry was also weak. Growth in 1978 appears to be the result of an 
increased strength in most of the goods-producing industries and of 
increased export sales. However, the unemployment rate will remain 
above 10 per cent in 1978. 


The medium-term prospects for the provincial economy are 
somewhat encouraging, as the aggregate investment outlook is relatively 
promising. A number of announced major projects, primarily government-— 
initiated, should be well underway and by 1980 their combined effect 
should help to ease the unemployment situation. Moreover, circumstances 
in the shipbuilding and steel industries are more favourable than at the 
time that the February 1978 edition of this report was written. A new 
owner has begun to alter the direction of the Halifax Shipyards, and the 
Sydney Steel Corporation was awarded three major mid-term contracts 
which will result in increased employment. Overall, economic growth 
should be closer to the national average than has been the case in 
recent+ years® 
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ECONOMIC CIRCUMSTANCES 
Demographic Trends 


The Nova Scotia population grew by 6.6 per cent during the 1971-78 
period, compared with 8.9 per cent for the nation as a whole. Most of 
this growth took place in the province's central counties, although a 
few of the more geographically extreme counties showed surprisingly 
large percentage increases. The population of the province has now 
reached 842 O00. 


Much of the growth has occurred outside the urban centres, 
resulting in an increase in the percentage of the population living in 
rural areas. Factors supporting such a shift have been the reversal, 
since 1971, of substantial out-migration from the province to a net 
in-migration position, lower property taxes, and improved highway access 
from rural residential areas to urban centres with better employment 
opportunities. 


Labour Markets 


Over the past few years, the rate of job creation has declined. The 
level of employment remained constant between 1975 and 1976 and 
increased by 1 per cent in 19/77. During the same period, however, the 
labour force increased by 13 000 persons. Consequently, the 
unemployment rate has risen from 7.8 per cent in 1975 to 10.7 per cent 
in 1977. However, in the first nine months of 1978, the unemployment 
rate averaged 10.6 per cent, while employment grew by 3.2 per cent. 


In parts of the province, unemployment reached very high 
levels. In northern Nova Scotia, for example, the average for the first 
nine months of 1978 was 12.8 per cent, and in Cape Breton, 15.8 
per cent. 


Investment Climate 


Institutions and governments have always accounted for a sizable portion 
of capital investment in Nova Scotia. Since 1961 their share of total 
investment has never dropped below 20 per cent, although in the early 
1970s, there were signs of a decrease in the dependence on these 
sources. 


However, following the 1974 slow-down, the climate for private 
investment weakened considerably. Manufacturing investment declined in 
1975 and 1976 and began to show signs of improvement only in 1977. 

The private sector investment climate remained cautious in 1977 but a 
turnaround is occurring this year due primarily to increases in the 
primary, manufacturing, institutional and government sectors. Housing 
construction remains at a relatively low level but substantial 
construction activity is expected in the non-residential sector. 
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Sectoral Review 


- Sizable increases in cash receipts from pork, dairy and poultry 
were the highlights in agriculture to July of 1978. The good 
summer and fall weather should mean an increase in farm cash 
receipts compared to the generally depressed figures of 1977. 


- Fisheries had an excellent first half of the year in 1978 so that 
quotas will be a limiting factor for the rest of the year. Prices 
are expected to remain high as markets continue to be strong. 

The potential of the 200-mile limit may be beginning to have its 
effect on fleet modernization and expansion of fish plant 
capacity. 


- Forestry remained stable during 1978. Pulpwood production 
increased 8.2 per cent in the first half of the year while sawn 
lumber production was below the strong 1977 performance. However, 
the depreciation of the dollar is expected to significantly 
increase export demand in this sector in the last half of the 
year. 


- Performance of the mining sector has been better than the 
national average in 1978 although the increase in output was not 
as great as was earlier expected due to a slowdown in the opening 
of the Stellarton strip-mining facility. Output is expected to 
increase in Nova Scotia by 1.7/7 per cent, compared to an 
anticipated decline of 4.8 per cent in Canada as a whole. 


- The value of manufacturing shipments to September of 1978 
increased by an impressive 18.2 per cent compared to 15.5 per 
cent for Canada. Most of the growth was in food and beverages, 
metal fabricating, electrical products and petroleum and 
chemicals. Pulp and paper and other exporting industries are 
expected to benefit from the lower value of the dollar. Steel 
and transportation equipment have improved over the past year. 


- The construction industry is forecast to advance beyond the 
corresponding national rate of growth in 1978. Housing starts 
are not expected to exceed those of 19// but substantial gains 
are expected in the non-residential sector. Non-residential 
construction is benefitting from a number of large projects 
across the province, and especially in the Halifax-Dartmouth 
area. 


- Output of the service industries has improved. In particular, 
retail sales showed a marked improvement up to July of 1978 due, 
in part, to the reduction of the provincial retail sales tax 
until October. Tourism strengthened in 1978, partly because of 
the decline of the Canadian dollar. 
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Sub-Provincial Circumstances 


As in the past, Halifax County and the central-corridor area tended to 
have levels of economic activity and unemployment rates closer to the 
national average than those of the rest of the province. The prospects 
for the next few years are for the continuation of rapid growth in these 
areas, not only in terms of absolute growth but also in terms of 
economic diversification. 


MAJOR ECONOMIC DEVELOPMENT PROSPECTS 


The manufacturing sector is expected to experience a mixed performance 
over the medium term. The shipbuilding industry has begun to show signs 
of stabilization with a new owner and a new direction indicated for the 
Halifax Shipyards. The Trenton rail-car works has a more optimistic 
short-term outlook following an announced $40-45 million Venezuelan 
rail-car contract. The Michelin Tire plants located in the province 
continue to provide a stable source of employment and income. A recent 
expansion brings the work force up to 3 000 from the initial 1 000 
employed in 19/71. 


The Sydney Steel Corporation, with three major contracts, has 
stabilized its position at least for the medium term. Employment has 
increased to 2 400 from 2 250 and has prospects of expanding to and 
stabilizing at 3 000 if production increases to meet the contract 
requirements. This expanded production will, however, depend on a major 
capital rehabilitation in the order of $150 million. 


The record amount of mineral exploration in the last four 
years, along with the rise in the fortunes of the coal industry, signal 
encouraging prospects for the mining sector. Announcements concerning a 
$100 million underground coal mine at Donkin and a $165 million 
revitalization of the No. 26 Colliery by DEVCO indicate encouraging 
prospects for this industry. The opening of a lead-zinc mine at Gay's 
River by early 1979 will create 150 new jobs and increase the importance 
of metals to the mining sector. Gypsum should maintain its importance 
as the province's second contributor to the value of mineral 
production. 


Non-residential construction projects, such as the $250 
million in defence spending announced for the Halifax-Dartmouth Metro 
area, the new container pier, the Quinpool Road development and the 
Halifax-Dartmouth Waterfront development project will, as they proceed, 
have a positive effect on construction employment. 


The agriculture and forestry sectors will continue to exhibit 
only modest growth in the medium term. The Canada/Nova Scotia 


subsidiary agreements are anticipated to involve some $67.3 million over 
the next 
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five years and will help to create more efficient production units. 
These efforts will also encourage wood-fibre production in the forest 


industry, thereby contributing to the stabilization of employment in 
both of these sectors. 


Although the fisheries sector has moderate long-run growth 
potential with the establishment of the 200-mile limit, large-scale 
growth is not anticipated for the next few years. Stocks are not 
expected to recover fully before 1985. However, some investment in 
expansion and fleet modernization may begin prior to this date. Market 
development, technological adaptation, and resolution of the Canada-U.S. 
marine boundary question are among the issues facing the fisheries 
sector in the medium-term future. 


Moderate growth in Nova Scotia's tourist industry is expected 
to continue in the medium term, in part due to improvements in the 
physical facilities and attractions assisted by the Canada/Nova Scotia 
tourism subsidiary agreement. This will involve an estimated $13.7 
million over the next five years. 


Output in the utilities sector is expected to increase by 
approximately 3.5 per cent in 1978 as the first of two installations of 
the Wreck Cove hydro project has recently been initiated. Nova Scotia 
currently has the second highest electricity costs in the nation. Some 
convergence with the national average is expected in the next few years 
as the province moves away from its dependence on imported oil and 
increases its use of Nova Scotia coal for thermal generation. In the 
medium term, however, energy costs are expected to remain a serious 
constraint to development in the province. 
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NEW BRUNSWICK 


OVERVIEW 


During the past two years, the growth of the New Brunswick economy has 
been below the Canadian average. Employment grew by 1.3 per cent in 
1976, compared with 2.2 per cent for Canada, and output grew by 3.7 per 
cent, compared with just less than 5 per cent nationally. Very little 
employment growth was registered for 1977, while an increase for Canada 
of approximately 2 per cent was recorded. In 1978, economic activity in 
the province appears to have accelerated as employment is expected to 
increase by 4.5 per cent. 


This recent performance has been disappointing compared with 
the 1971-75 period when real output and employment growth generally 
exceeded that for Canada. The progress made in the first half of the 
1970s towards reducing income differences between New Brunswick and the 
country as a whole has not been sustained. Earned income per capita, 
which rose over the 1971-75 period to reach 71 per cent of the Canadian 
average, fell back in 1977 to approximately the 1971 level of 68 per 
cent. 


Capital investment has declined slightly in real terms since 
1975, but remains historically high as a result of investment in 
utilities. New capital investment in manufacturing, however, has 
declined from its peak in 1975. The overall growth in capital 
expenditures in 1978 is expected to be 14.3 per cent in current dollar 
terms while manufacturing investment should increase by 19.7 per cent. 
Over the medium term, the expected large investments in mining and 
energy-related projects should bring New Brunswick close to national 
growth rates. The outlook for the province's agriculture, fishing, 
mining, and related processing and supply industries is for growth rates 
in excess of recent trends. However, because of the pressures from a 
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rapidly growing labour force, it may well be several years before 
employment growth exceeds labour-force growth on a sustained basis. In 
the near future, moderate improvement can be expected in the rate of 
unemployment compared to that experienced in 1977 and most of 1978. 

These perceptions are therefore more encouraging than those stated in the 
February 1978 edition of this report. 


ECOMOMIC CIRCUMSTANCES 
Demographic Trends 


The current population of New Brunswick is approximately 696 O00. Over 
the 1971-78 period, New Brunswick, with a positive net in-migration, 
experienced a population growth rate higher than the Canadian average. 
This is a marked turnaround from the historical trend whereby the 
province consistently lost population to other parts of Canada. The 
recent net in-migration, however, appears to have tapered off since 1975. 
The age distribution of the population remains biased towards the 
non-working age groups, resulting in a higher dependency ratio than the 
Canadian average. 


Labour Markets 


In general, employment growth has not kept pace with the growth of the 
labour force during the 1970s and the unemployment rate has more than 
doubled from 6.2 per cent in 1971 to 13.4 per cent in 1977. Over the 
1970-75 period, employment grew at historically high rates but the 
labour force, swelled by young entrants, in-migration and increased 
female participation rates, grew even faster. Although the rate of 
growth of the labour force has moderated somewhat, the very low rates of 
employment growth of 1976 and 1977 have resulted in a dramatic increase 
in unemployment. During the first nine months of 1978, the unemployment 
rate averaged 13 per cent on a seasonally adjusted basis. However, there 
have been some recent encouraging signs. The rate of job creation in 
1978 is expected to be in excess of 4 per cent, compared to the national 
average of 3.2 per cent. 


Investment Climate 


Investment in the New Brunswick economy grew steadily over the early 
1970s, reaching a peak in 1976. However, expenditures in 1977 have 
fallen slightly from the 1976 level in real dollar terms and the pattern 
across sectors has become quite uneven with utilities accounting for a 
disproportionately high share of new capital spending. 


In 1978 there was some improvement in investment performance in 


most industrial sectors. Major increases are expected in energy-related 
activities, manufacturing, trade and commercial services. 


34 


Sectoral Rev iew 


- Farm cash receipts were down 10.3 per cent between April 1977 and 
April 1978, due mainly to a decline in potato receipts. For 1979, 
a slight increase is projected in livestock production, while 
other commodities are expected to maintain 1978 levels. The 
medium-term outlook is for significant growth in agriculture and 
its related sectors. This growth forecast is partially based upon 
increased local production for local consumption as well as for 
sales outside the province, particularly in such products as seed 
potatoes, processed potatoes, and fresh and frozen fruits and 
vegetables. 


- The New Brunswick mining industry recorded only very minor 
decreases in real output in 1978. In relative”terms;“this “is an 
impressive record, as base-metal mines elsewhere suffered major 
setbacks due to the decline in world markets. The prime reason 
for the relative strength of the New Brunswick industry is the 
fact that lead, a major component of New Brunswick's non-ferrous 
metal production, is one of the few metals for which demand and 
prices have remained buoyant. Moreover, long-term contracts have 
helped to sustain the industry in the face of the short-term 
decreases in markets for many base metals. 


The medium-term outlook for the New Brunswick mining industry 
continues to be bright. Although the large expansion at the rich 
Brunswick Mining and Smelting lead-zinc deposit was recently 
postponed because of poor markets, the medium-term prospect is for 
increased output and employment as world markets improve. 


The base-metal reserves of northeast New Brunswick are considered 
to be of sufficient size and quality to support a refinery, but it 
will not likely be established in the near future because of the 
depressed international market for zinc. 


The outlook for the potash sector is excellent. The construction 
of one major mine was announced earlier this year and another mine 
may well be announced before the end of 1978. 


- Output growth in manufacturing has generally outpaced the Canadian 
average from 1971 to 1975. The strength came primarily from the 
traditional resource-based sectors of pulp, newsprint, lumber and 
food products. 


The weak domestic and international conditions of the 1976-77 
period have resulted in the loss of most of the gains in non- 
resource-based manufacturing made over the 1971-75 period. 
Closures and layoffs have resulted in a net decline of 2 000 
manufacturing jobs from the 1975 level. Forecasts for 1978 and 
1979 suggest a slight improvement over 19/7 performance. 
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The medium-term outlook is mixed. Because of resource limita- 
tions, little significant growth is expected in the forest 
products industry, an industry which currently accounts for more 
than one-quarter of the manufacturing jobs. The prospects are 
somewhat brighter for the processing of agricultural and fish 
products. With a sustained recovery in world markets, there is 
also potential for increased smelting of lead and zinc. 


- The construction sector is expected to grow by 2 per cent in 1978 
and 7 per cent in 1979, which is somewhat better than the expected 
national average. In 1978 most of the growth is expected in the 
housing sector, whereas in 19/79 growth is expected to occur in 
non-residential construction. 


Sub-Provincial Circumstances 


There is a well-established trend for the bulk of economic growth in New 
Brunswick to take place in the southern urbanized parts of the province. 
Over the 1971-76 period, the disparities in income and employment levels 
between the northern rural regions and the southern urban regions 
widened dramatically. However, there is some evidence to suggest that 
the disparities in employment levels have lessened somewhat over the 
last two years. 


MAJOR ECONOMIC DEVELOPMENT PROSPECTS 


There is an opportunity significantly to increase the production and 
processing of certain agricultural products in which New Brunswick 
possesses a comparative advantage due to climate and land suitably. The 
constraints to this development relate to inadequate distribution 
facilities, particularly for potatoes, a deficient marketing and product 
quality-control effort, and a low level of productive efficiency. For 
several products, the absence of processing capabilities severely 
constrains attainment of potential production levels. The establishment 
of the needed facilities represents a significant opportunity in itself. 


The New Brunswick fishing and fish-processing industry posses- 
ses modern on-land processing facilities and a plentiful labour supply. 
Opportunities exist to increase output through the increased production 
of certain currently under-utilized species of groundfish (given a 
rebuilding of stocks). There are also opportunities to reduce the 
seasonality of existing production. Im addition, the fleet is somewhat 
antiquated and lacks ice-breakers and freezer trawlers. Marketing and 
distribution also need to be improved. 


In forestry and forest products, the provincial industry has 
relatively low wood costs. The annual allowable cut, however, is now 
almost fully utilized. In the medium term there are opportunities in 
logging to increase productivity through accelerated mechanization and 
labour training. There is also an opportunity to increase the annual 
allowable cut from New Brunswick forests over the longer term through 
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intensive forest management. Opportunities in pulp and paper, given 
appropriate market developments, relate to the need to modernize and 
rationalize the processing plants to improve efficiency and allow a 
better use of the available resource. In the lumber sector, opportun- 
ities exist to improve efficiency through improved small-log-process ing 
techniques and to develop products which utilize the smaller logs. 


New Brunswick possesses rich and extensive deposits of base 
metals, potash and peat moss. Furthermore, most mineral deposits have 
the advantage of proximity to tidewater. There is an opportunity to 
increase the mining and processing of lead and zinc. There is also an 
opportunity to increase the mining and processing of the peat moss 
resource. In particular, peat moss has potential as a feedstock for 
power generation. The major constraint for peat moss is a lack of 
detailed knowledge as to the size and quality of the resource, while the 
major constraint in base metals is the currently depressed market. 


The province possesses the advantage of a deepwater port and a 
Strategic location between Europe and the United States. There is an 
opportunity significantly to increase port and port-related activities 
at Saint John. This, however, will require investment to upgrade 
facilities for cargo handling and cold storage. The prospects facing 
the shipbuilding sector are fairly bright and are related to the 
construction of ice breakers for use in the Arctic and the construction 
of liquefied natural gas (LNG) carriers. The major constraints here are 
the inadequate size of existing facilities, the lack of international 
cost competitiveness of Canadian shipyards, and the depressed world 
shipbuilding market. The Saint John Shipbuilding and Dry Dock Company 
recently indicated that it was about to embark on a major expansion of 
its facilities. This project will be assisted by federal financing of 
$10 million. 


New Brunswick's prospects, therefore, depend primarily on the 
construction and modernization of infrastructure, improvements in 
marketing, and the realization of potential new uses of existing 
resources. 
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QUEBEC 


OVERVIEW 


Following its low level of performance in 1977, the Quebec economy in 
1978 has been showing signs of stronger growth, especially since the 
second quarter of the year. Real domestic product is expected to 
increase by 3.0 per cent in 1978 compared with 2.1 per cent in 1977. 
Manufacturing shipments increased by 18.5 per cent during the first six 
months of the year. The depreciation of the Canadian dollar, quotas on 
textile and leather imports, and the reductions in retail sales taxes 
have helped to support a degree of recovery in the manufacturing 
sector. 


On the less positive side, mineral production and construction 
activity continue to decline for the second year in a row, and 
investment in 1978 is expected to grow at only 4.7 per cent over 1977, 
its lowest rate of increase in the last decade. 


Employment growth in 1978 will be slightly less than 2 per 
cent. Although this represents an increase from the 1 per cent increase 
recorded in 1977, it is relatively low compared with the 3.2 per cent 
growth anticipated for Canada as a whole. Labour force growth is 
expected to be about 2.8 per cent and thus will outstrip employment 
growth by a significant margin. As a result, the unemployment rate 
ig hot Tikely? to“imptove’ from*the™~ 1023 "per*cent™’ recorded *1n~ 19/7. 


In short, the performance of the Quebec economy, though 
improved from 1977, continues to remain below that of the country as a 
whole. Since the mid-1960s there have been few years in which the 
growth of the Quebec economy has matched that of Canada. As a result of 
this slower growth in real domestic product and employment, Quebec's 
share of national output has diminished. 
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The relative weakness of the Quebec economy is partly due to 
the fact that its industrial structure is characterized by dependency on 
a few traditional labour-intensive activities (textiles, clothing, 
footwear) which are experiencing increasing international competition 
from low-cost producers, and partly due to the relative decline of 
Montreal as a major North American industrial and financial centre. 
Furthermore, the completion of projects related to the Olympic Games and 
Mirabel Airport, have reduced construction activity. As a result, the 
Montreal region now employs about 15 000 fewer people than in 1975. The 
slight recovery in the Quebec economy this year is expected to increase 
employment in the Montreal region by approximately 10 000, but this is 
not sufficient to compensate for the losses already incurred. 
Consequently, the unemployment rate in Montreal is likely to average 
over 10 per cent in 1978. 


In general, it appears that the moderate growth which has been 
achieved in recent months should continue in 1979. Growth in real 
domestic product in 1979 is expected to be slightly above 3.0 per cent 
and employment growth should be in the range of 1.0 to 1.5 per cent. 


ECONOMIC CIRCUMSTANCES 
Demographic Trends 


In mid-1978 the population of Quebec stood at 6.29 million, an increase 
of less than 7 000 from the same time in 1977. This represents the 
smallest rate of population increase (0.1 per cent) Quebec has ever 
experienced. In contrast, Ontario's population growth over the same 
period was 1.1 per cent. Moreover, Quebec's annual population growth 
has been below 1.0 per cent throughout the 1970s. As a consequence, 
Quebec's share of the Canadian population has declined from 28.5 per 
cent in 1969 to. 26.8 per cent gin 1976. 


This low rate of population growth has been the result of a 
steady decline in the birth rate since 1969 and substantial net out- 
migration. This out-migration was most pronounced in 19/70, 1973, 1977 
and 1978. Indeed, in 1978 net out-migration has surpassed 40 000. 


Labowm Markets 


Conditions in the labour market have remained poor since the third 
quarter of 1976. The unemployment rate rose from 8.2 per cent in mid- 
1976 to an unprecedented high of 11.4 per cent in the second quarter of 
1978 despite some improvement in job creation since the beginning of the 
year. 


During the first three quarters of 19/78, the labour force 
increased at an annual rate of 3 per cent, reaching 2.9 million in the 
third quarter. This represents an increase of 85 000 persons, 75 per 
cent of whom were women. The female participation rate continued its 


upward trend, while that for males remained virtually unchanged during 
LOT. 
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Although employment growth has not kept pace with the labour 
force growth, it has, nevertheless, shown significant improvement over 
the previous two years. Employment growth in 1978 is expected to equal 
1.9 per cent which, although markedly improved, remains well below that 
projected for the national economy (3.2 per cent). 


On balance, the employment growth will not be sufficient to 
reduce the number of unemployed, which is projected to increase from 
288 O00 dm 197 7..to,326-000 an 1978. 


Investment Climate 


In comparison with the second half of the 1960s, investment showed a 
distinct improvement between 1971 and 1975 with the average annual 
growth rate of capital investment reaching 20 per cent. This was higher 
than the rates for Ontario and for the country as a whole. As a result, 
Quebec's share of capital investment in Canada rose from 19 per cent in 
197). to.24,,per ,cent...in.,.b97.5. 


However, since 19/76, capital investment in Quebec has not 
maintained its earlier growth. Despite a marked rise in public 
investment, the 1977 increase stood at 10.2 per cent. Canada and 
Ontario recorded rates of 6.5 per cent and 4.3 per cent, respectively. 
Furthermore, for 1978, Quebec's rate of increase in capital investment 
is expected to be 4.7 per cent, well below that for Ontario (7.0 per 
cent) and for the country as a whole (7.4 per cent). The lower rate of 
capital investment is especially pronounced in primary industries and in 
construction where a decline of 25.5 per cent in relation to.1977 is 
anticipated. On the other hand, capital investment is much stronger in 
the public utilities sector where, as a result of Quebec's hydro 
investment, a 25.4 per cent increase over 19// is expected. Similarly, 
a 20.7 per cent increase is projected for the manufacturing sector with 
growth expected to be strongest in the metal products industries, 
chemicals, petroleum and coal derivatives and primary metal processing. 


On balance, capital investment in Quebec has been 
characterized by growing public sector involvement. The share of 
public investment (federal, provincial, and municipal) has grown from 
about 32, per cent prior to 19/75 to 43 per centydn @9//, and, is,projected 
to exceed 45 per cent in 1978. In contrast, the share of public 
investment for the country as a whole has remained around 33 per cent 
since 1975. 


Sectoral Review 


- In 1978, and notably in the second quarter, the Quebec economy 
showed some signs of recovery. In 1977, only the tertiary sector 
experienced gains in employment and now accounts for 6/ per cent 
of total employment. Conversely, employment in manufacturing 
declined by nearly 30 000 in 1977. While the tertiary sector 
continued to grow in 1978, employment in the manufacturing 
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industries showed renewed strength. In contrast, employment in 
construction declined for the second consecutive year. 


Farm cash receipts. increased by 16 per cent during the first 
seven months of 1978 over the same period in 1977. However, farm 
operating costs have continued to rise in real terms and as a 
result, net income of farmers is expected to increase by only 

3 to 4 per cent in 1978. Employment in agriculture, which had 
declined in 1977, should this year return to its 1976 level of 

74 O00. 


The low exchange value of the Canadian dollar has had a strong 
and positive impact on Quebec's forest product industries. Pulp 
and paper mills are operating at capacity levels and shipments 
during the first six months of 1978 increased by 17.3 per cent 
over the same period in 1977. Pulpwood production has increased 
by 19 per cent. Furthermore, it is anticipated that investment 
in the forest industry in 19/78 will ‘equal $22.2 mil lion, a rise 
of 42.3 per cent over 1977. United States demand for lumber has 
also been strong for the second consecutive year. Indeed, 
shipments in the first six months were 35 per cent higher than 
they were during the same period in 19/77. Employment is expected 
to rise by 6 000 in the forest-related industries. 


The mining industry in Quebec is going through a difficult 
period. In 1977, shipments declined for eight metals. In 
particular, shipments of copper and iron ore declined by 4.2 per 
cent and 53.3 per cent respectively. The long strike at the Iron 
Ore Company mines accounts for much of the sharp decline in iron 
ore shipments. Following an increase of 54.4 per cent in 1976, 
asbestos production fell by 4.4 per cent in 1977, and by 10.8 per 
cent during the: first seven months of 1978. Weak international 
markets, exacerbated by large surplus stocks of many metals, 
account for the difficult position of the mining sector. As a 
result, a sharp drop in investment has taken place. Indications 
are that during 1978 there will be a decline of 56 per cent in 
capital investment. Employment will experience no growth, 
remaining at 29 OOO. 


In 1961, the manufacturing sector accounted for 36.5 per cent of 
Quebec's employment; by 1977 this proportion had fallen to 

28.4 per cent. This decline can be partly attributed to the 
adjustment problems confronting the traditional labour-intensive 
sectors. However, as a result of the combined effect of import 
quotas on textile and leather products, the sales tax cuts in 
Quebec and other provinces, the lower value of the Canadian 
dollar and the general national recovery, the manufacturing 
sector is experiencing a turnaround this year. -In the first six 
months, manufacturing shipments increased by 18.5 per cent. In 
particular, shipments were up in lumber (36.2 per cent), knitted 
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goods (28.4 per cent), clothing (20.8 per cent), primary metal 
processing (25.5 per cent), and paper and related products (17.3 
per cent). Employment in the first nine months increased by 13 
000. Moreover, capital investment in the manufacturing sector is 
expected to rise by 20.7 per cent this year. 


- Nevertheless, the pressures for industrial adjustment remain 
strong. Competition from lower-cost producers is likely to 
become even more severe. In the textile industry alone, 
employment declined by 25 per cent between 1973 and 1977 and 
there are no indications that the pressures confronting these 
traditional industries will abate in the future. Sub-provincial 
regions such as Montreal, the Eastern Townships and the Saint 
Maurice Valley, in which the traditional industries are heavily 
concentrated, are likely to continue to bear the brunt of this 
adjustment process. 


- Since the Olympic Games, construction has declined dramatically. 
In 1977, the sector recorded a loss of 3 000 jobs as building 
Starts declined by 16.4 per cent. Residential construction has 
also weakened. In 1977, housing starts fell almost 14 per cent. 
In 1978, the housing starts decreased again by approximately 16 
per cent. Increased capital investment in manufacturing may 
offset these declines to a certain extent. 


- Growth occurred in the tertiary sector, although it was not quite 
as strong as in 1977 when 55 000 new jobs were created and 
employment grew by 3.9 per cent. In the three quarters of 1978 
tertiary sector employment increased by 2.6 per cent over the 
same period in 1977. Relocation of financial, commercial, and 
research activities from the Montreal region is reducing growth 
potential in this sector. 


Sub-Provincial Circumstances 


All regions in Quebec have felt the effects of slow economic growth and 
high unemployment. In 1978, unemployment is expected to exceed 10 per 
cent in most areas except Quebec and the Eastern Townships and may 
surpass 20 per cent in the Lower St. Lawrence-Gaspé region and 
northwestern Quebec. 


In comparison with most other major urban centres in North 
America, Montreal has declined in relative importance. Between 19/1 and 
1976, the population of Montreal has increased by only 2.4 per cent, 
compared with 3.4 per cent for the province as a whole. Since 19/76 when 
large projects such as the Olympic construction and Mirabel Airport were 
completed, the labour market in the Montreal region accounted for more 
than half (54.5 per cent) of Quebec's 288 000 unemployed. Unemployment 
in the Montreal region has averaged 10.3 per cent in 1978, even higher 
than the unemployment rate of 9.4 per cent recorded in 1977. 
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The Quebec City region, which is largely dependent on tertiary 
activities, experienced an employment growth of 28 000 in the first nine 
months of 1978. Nevertheless, this has not kept pace with labour force 
growth, and the areas's unemployment rate is now more than 10 per cent. 


The dependence of the Trois-Riviéres region on traditional 
industries has been somewhat alleviated with the establishment of heavy 
industry in the Bécancour industrial park. Despite this, the 
unemployment rate is expected to average over 12 per cent in 1978. 


The industrial strucuture of the Eastern Townships is heavily 
concentrated in traditional activities. This region has benefitted from 
the! revivad: of: these: settorse in! 1978.7 In fact ,"in the+first- nine months 
of 1978 its unemployment rate fell to 8.4 per cent from the 10.8 per 
cent average of 1977. On the other had, it must be recognized that this 
region is particularly vulnerable to increased international competition 
over the medium term as it is comprised of numerous centres whose 
employment is almost entirely dependent upon traditional industries. 


The Outaouais region has a marked dependence on government 
activity, although manufacturing activities such as pulp and paper, 
lumber and furniture are also important. The unemployment rate in the 
region has risen from an average of 9.6 per cent in 1976 to 13.9 per 
cent for the first nine months of 1978. 


Despite increased activity in the pulp and paper industry, the 
Saguenay-Lac Saint-Jean region recorded a decline in employment of 4 000 
since the beginning of 1978. The unemployment rate is now 15.7 per 
cent. The two other major sub-regions not yet mentioned are 
experiencing the highest levels of unemployment in the province. The 
unemployment rate in the Lower St. Lawrence-Gaspé region is 19.2 per 
cent while that in the northwestern region is 22.5 per cent. The latter 
is largely a reflection of the slowdown in mining activity. 


MAJOR ECONOMIC DEVELOPMENT PROSPECTS 


In agriculture measures are envisaged to preserve existing farmland, to 
protect and improve the fertility of agricultural land, especially in 
the Montreal Plain, and to rationalize farming operations. These 
measures will likely enhance the productivity and growth potential of 
this sector. 


Prospects in the mining sector are considerable although 
dependent on the recovery of international markets. Iron ore from 
Lac Albanel and Lac-Saint-Jean, the rich asbestos desposits in the 
northwestern region, the development of the major copper and zinc 
deposits associated with the SELCO project in the northwest, and the 
salt deposits of the Magdalen Islands are expected to make major 
contributions to mineral production in the medium term. Furthermore, 
much of this increased production will take place in regions which are 
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now experiencing very high unemployment. In the medium term, there may 
also be numerous opportunities for the further processing of these 
resources, as well as increased production of aluminum. In this regard, 
Quebec has certain distinct comparative advantages. 


The pulp and paper industry remains one of the most important 
manufacturing industries in Quebec in terms of employment and its 
contribution to real domestic product and exports. At the present time, 
it is benefiting from the depreciation of the Canadian dollar, but in 
the medium term it will have to strengthen its competitive position on 
world markets. 


Quebec has a relatively strong industrial base in the 
aeronautical, shipbuilding and transportation equipment industries. 
Large contracts have recently been obtained and Canadian defence 
spending (aircraft and naval ships) could generate increased activity. 
Prospects in the machinery industries, notably in the provision of 
equipment for the pulp and paper industries, are also favourable. While 
the petrochemical industry is experiencing difficulties in competing in 
international markets, possibilities exist for increased production of 
ethylene and related derivatives. 


Transportation has always been one of the mainstays of the 
economic development of the Montreal region. The region's airport and 
port infrastructure makes it a key point in the transportation of goods 
between Europe and northeastern Americas Mirabel Airport could become 
an important source of new jobs and a powerful factor in the 
restructuring and modernization of the regional economy, and could 
stimulate the development of service industries in the areas related to 
international trade. The construction of an international trade centre 
could also help to increase the infrastructure role of Montreal in 
commercial activities. 


In summary, there are significant economic development 
prospects for the medium term, particularly in resource-related 
activities. Their realization, however, will depend on the 
strengthening of international markets and the undertaking of major 
capital investments. At the same time, the vulnerability of Quebec's 
traditional industries to international competition will likely increase 
in the medium term, and presents a major development challenge in the 
next few years. 
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ONTARIO 


OVERVIEW 


The trends and prospects for the Ontario economy have not changed 
significantly since the February 1978 edition of this report. Economic 
growth, though modest, continues to be steady. As such, the decline in 
Ontario's share of national output, from 41.2 per cent in 1970 to 39 

per cent in 1977, is more a reflection of the dramatic increase in 
western resource-based economic activity than of a permanent weakness in 
Ontario's economic performance. 


It is estimated that real growth in the Ontario economy in 
1978 will be approximately 3.6 per cent, a moderate improvement over the 
3.3 per cent growth ;recornded in 1977.) In.contrast, trends’ in 
unemployment have not improved. Unemployment averaged 7 per cent in 
1977, and, in the first 10 months of 1978, the unemployment rate has 
averaged 7.3 per cent. 


The Ontario economy should continue to experience modest but 
steady growth in 1979. Overall provincial growth is expected to be 
close to 4 per cent. Performance may be weaker in the latter half of 
the year due to a possible slowdown in the U.S. economy. Sources of 
strength in the coming year are expected to be the positive impact on 
exports from the lower value of the Canadian dollar, stronger 
construction activity and improved business optimism in anticipation of 
a number of large construction projects such as the Alaska Highway 
pipeline and the Ford Motor Company's engine plant in Windsor. 
Nevertheless, the unemployment rate will likely be at or slightly above 
the current levels. 


During 1979, the strongest sectors are expected to include 
transportation and communications, manufacturing and utilities. Further, 
the mining industry should exhibit positive growth as a consequence of 
improvement in commodity prices and the reactivation of production at 
Sudbury. The construction industry, due to increased private 
investment, is expecting a turnaround, particularly in non-residential 
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construction. With the lower value of the Canadian dollar, the travel 
deficit should be lessened, and accordingly, tourism should have an 
improved year. In contrast, longer term growth in Ontario's forest 
industries is open to some uncertainty and growth in the economically 
troubled electrical, textile and clothing industries will likely 
continue to be slow. 


Prospects in some manufacturing sectors may be influenced by 
the current GATT negotiations. The results and impact of these 
negotiations remain uncertain, and will not, in any case, come into 
effect for several years. However, even in the absence of tariff 
changes, it is likely that many of the province's labour-intensive 
industries, such as clothing, electronics and textiles may be adversely 
affected by international competition over the medium term. This will 
likely lead to more specialization in advanced technology and 
capital-intensive industries such as primary metals, chemicals, 
plastics, machinery and transportation equipment. 


ECONOMIC CIRCUMSTANCES 
Demographic Trends 


In 1977 ‘the population of Ontario was 8.4 million. By mid-1978 it is 
expected to reach 8.5 million. The population of Ontario has not been 
growing as rapidly as in the 1960s as a consequnece of lower birth rates 
and decreasing in-migration, particularly since 1976. 


As in the rest of the country, there is a decreasing 
percentage of population in the 0-14 age bracket, while the percentages 
in the 20-39 and over 65 age groups have been rising. The trend towards 
a greater proportion of the population in urban centers is continuing 
and this has reduced the proportion of the population living in rural 
and northern Ontario. 


Labour Markets 


Over the first 10 months of 1978, the Ontario labour force averaged 4.2 
million of which 3.9 million were employed. This represents annual 
growth rates of 3.9 per cent and 3.6 per cent respectively over the 
similar period in 1977. The faster growth in labour force vis-a-vis 
employment has been a consistent phenomenon throughout the past two 
years and has resulted in a gradually increasing unemployment rate. 


As noted above, the provincial unemployment rate has been 
fluctuating between 6.9 per cent and 7.5 per cent during 1978, an 
increase over the previous year's range of 6.5 per cent to 7.2 per cent. 
Unemployment among males has been consistently lower than among females, 
although in both cases the absolute numbers of unemployed have been 
growing. By age group, unemployment is by far highest among the 15-24 
age group and has remained steadily above 13 per cent in the current 
year. 
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Participation rates have remained relatively static for males throughout 
the year, while female rates showed an increase. 


Two of the most serious areas of unemployment in the province 
continue to be in those economic regions centred around Sudbury and 
Peterborough. The Barrie region is experiencing similar problems. 
Unemployment rates in these areas for the first half of 1978 have been 
10.2 per cent, 9.6 per cent and 10.1 per cent, respectively... Moreover, 
participation rates in these regions were below the provincial and 
national averages. The metropolitan areas of St. Catherines-Niagara, and 
Kitchener-Waterloo, which had umemployment rates for the first six 
months of 1978 of 1l per cent, and 9.6 per cent respectively, are also 
areas of considerable concern. 


Investment Climate 


Capital investment in Ontario in 1978 is expected to show little growth 
in real terms. During .the first half of 1978, the- number of residential 
housing starts was down 14 per cent in Ontario compared with the same 
period in 1977. The value of residential building permits was also down 
by 11.8 per cent. In non-residential building investment there has been 
better growth in 19/78 and recent growth in commercial construction has 
been strong in current dollar terms. Investment in manufacturing has 
been relatively weak although a major bright spot has been engineering 
construction. Investment in utilities and other infrastructure 
development has grown significantly over the past year. 


Expectations for 1979 are for some improvement in non-residen- 
tial construction. Moreover, engineering construction should continue 
to experience relatively stable growth. On balance, conditions in the 
construction industry as a whole should improve in the coming year. 


Sectoral Review 


- Ontario farm cash receipts were $2.8 billion in 19/77. . This 
represented an increase of $85 million or 1./ per cent over 19/6, 
the increase being, in large part, due.to higher prices. 
Statistics tor.the. first six months of 1973 indicate 4 much 
improved year for Ontario farmers and increased livestock prices. 


- The forestry industry has continued its period of recovery. The 
province's lumber industry has shown strength and the pulp 
industry also has experienced growth. Activity in the paper 
industry has also increased with greater demand from the U.S. 
market. The outlook continues to be encouraging for the pulp and 
paper industry with increases in newsprint prices currently taking 
place and improved demand resulting from the decline in the value 
of the Canadian dollar. 


a3 


In 1977 Ontario was the second largest provincial mineral producer 
with output valued at $2.7 billion, up from $2.5 billion a year 
earlier. Performance, however, has been mixed. Uranium and gold, 
currently beneficiaries of good prices and steady markets, are in 
an expansionary phase. On the other had, the outlook is poorer 
for nickel and zinc, which suffer from large inventories, excess 
industry production, low prices and, in the case of the former, 
labour-management disputes. MIron ore and copper, while 
experiencing some increased production during 1977, face 
relatively similar situations. Prospects for iron ore production 
are affected by the mine closings expected in the Atikokan area. 
For 1979, the prospects for the zinc and copper industries appear 
better. 


Ontario manufacturing performance is much improved in 1978 with 
the value of manufacturing shipments up 11.7 per cent during the 
first six months over a similar period in 1977. Strong sectors 
include the rubber and plastics, paper, primary metal, metal 
fabrication and machinery industries for which prospects for 1979 
also look promising. However, the transportation equipment 
industry is expected to have a relatively modest year and the 
electrical, clothing and textile industries are expected to 
experience fairly slow growth in the immediate future. 


Conditions in the construction industry have been poor in the last 
two years as a result of low capital investment. Residential 
construction, which was fairly strong in 1976, appears to be 
tapering off while non-residential construction has been 
relatively weak since 1976. However, expectations for 1979 are 
for some improvement. Construction activity in utilities and 
infrastructure has been reasonably bouyant and is expected to 
remain relatively stable. 


The transportation, communications and utilities sector continues 
to experience high growth. While Ontario did lag behind the 
national figure slightly in the case of utilities, capital invest- 
ment during 1978 in this sector makes prospects brighter. Capital 
investment in the transportation sector has also grown. 
Communications investment, however, has been lower. 


Consumer spending, which was low during 1977, has been aided by 
the cuts in the retail sales tax and has shown considerable 
strength in 1978. The non-durable goods industries are currently 
enjoying good levels of demand. The current outlook for 1979 is 
for slightly lower growth in consumer sales. 


Real growth in the finance, insurance and real estate sector has 
been estimated at 4.9 and 3.7 per cent for 1977 and 1978 
respectively. Of the three components, insurance appears to be 
the strongest with finance and real estate having slow years as a 
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result of the relatively low level of capital investment 
nationally. Higher interest rates may reduce the growth potential 
of this sector during the coming year. 


- The community, business and personal service sector should achieve 
approximately 3.8 per cent growth during 1978. Additional 
potential growth in this sector has been restrained by government 
cutbacks in health, education and community services. 


- The two orders of government, along with most local governments, 
have embarked on programs of restraint in public sector growth and 
employment. Consequently, public sector employment and expenditure 

~ growth has been, and will continue to be, slower than that 
experienced in the early seventies. It is estimated that this 
sector's growth will be 0.3 and 1.6 per cent in 1978 and 1979 
respectively. 


Sub-Provincial Circumstances 


Recent economic prospects in northern Ontario have been somewhat mixed 
and will likely continue to be so in the medium term. Although there has 
been some shifting between various economic sectors, substantial 
unemployment and a marked dependence on a few industries still 
characterize the region. 


Lumbering, after performing well over the past two years, is 
expected to experience some easing of demand due to the dampening effect 
of rising interest rates on U.S. housing starts. On the other hand, 
steel production, along with the manufacture of pulp and newsprint, is 
showing improved performance. Conditions in the non-ferrous metal-mining 
industry continue to be depressed as a result of the low market prices 
for nickel, copper and zinc.) Prospects’ forthe Latter’ two minérals, 
however, are beginning to look more favourable but the brightest spots in 
the minerals sector have been uranium and gold. 


The principal areas of growth in the north are Thunder Bay and 
Elliot! Lake.* » Prospects) also. look’ quite favourable for Sault’ Ste Marie, 
Cochrane and Timmins in the near future due to expanded local industrial 
activity. Current problem areas are Sudbury, Atikokan and Kirkland Lake. 


In eastern Ontario, the regional economy is in transition. 
Traditional industries, such as electrical products, clothing and 
textiles, are losing ground increasingly to foreign competition. The 
agriculture sector is undergoing an extensive rationalization process and 
production has remained constant. The outlook for the region as a whole 
is one of relatively slow growth. Nevertheless, the drop in the value of 
the Canadian dollar and recent measures to assist the textile and 
clothing industries have improved the medium-term prospects. 
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Southern Ontario has generally experienced an improved 
outlook. Certain areas are, however, doing better than others. Present 
difficulties in the auto-parts industry for example, have had dampening 
effects on St. Catharines-Niagara and Kitchener-Waterloo. Neverther- 
less, there have been few consistently weak areas in this part of the 
province and prospects look significantly brighter for Windsor, 
Nanticoke and, to a lesser degree, the Toronto area. 


MAJOR ECONOMIC DEVELOPMENT PROSPECTS 


Ontario has many potential development opportunities, but constraints do 
exist. A major constraint for the medium term is the limited 
international market situation for raw materials. The impact of this on 
the major nickel producers in Sudbury is well known. It was also an 
important factor in postponing the iron ore mining developments at 
Bending Lake and Lake St. Joseph. Moreover, competition from 
low-cost-ore producing countries such as Brazil is being increasingly 
felt. Similarly, competition from the manufacturing industries of 
countries with lower costs in such sectors as footwear, clothing and 
electronics serves to constrain the growth of these manufactur ing 
industries. 


In northern Ontario, the traditional limitations on 
development such as remoteness from markets, long distances between 
scattered population centres, harsh climate, a poor agricultural land 
base, and the social and economic instability associated with the 
numerous single-industry communities contrast dramatically with the 
situation in southern Ontario. A lack of indigenous energy supplies in 
Ontario, particularly coal, oil and natural gas, may reduce Ontario's 
traditional cost advantages and higher energy costs may well affect 
northern Ontario more seriously than the southern regions. 


Resource development continues to be a source of major 
development opportunities. Uranium mining activity in the Elliot Lake 
and Bancroft areas is likely to remain strong in the medium term and 
will continue to provide important development opportunities in these 
areas. -Early in 19/8, Ontario jsigned a $6.5—billion .contract:with 
Dennison and Preston Mines for 200 million pounds of uranium over a 
30-year period. This will ensure continued development in the Elliot 
Lake area. Eldorado Nuclear Ltd. is also studying the possibility of 
locating a proposed $100-million uranium refinery either at Sudbury or 
in the Port Hope area. The development of the Onakawana lignite 
deposits north of Cochrane is likely to have a major positive impact on 
the area's economy and could spur further exploration in the region. 
The record high price of gold is expected to result in the reopening of 
some gold mines. Activity will likely centre around the Timmins and Red 
Lake areas of northern Ontario. 


The Ontario petrochemical industry, centred in Sarnia, is 
continuing to develop on a world-scale basis and should provide Ontario 
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with an important industrial asset in the medium and long term. The 
major Petrosar primary petrochemical plant, however, may soon experience 
difficulties in finding markets for all of its production, as western 


Canada and the United States step up development of their own 
facilities. 


Expansion of nuclear and thermal generating plants, such as 
the Darlington, Nanticoke and Marmion Lake (Atikokan) facilities, will 
provide major opportunities for the construction, nuclear and electrical 
engineering industries. Furthermore, construction of the Atikokan coal 
generating station will assist in relieving unemployment in an area of 
declining mining activity. The Nanticoke development on the north shore 
of Lake Erie is associated with a new Texaco oil refinery, a Stelco hot 
strip mill, a major industrial park and the construction of a new town. 
Together these will serve as a major catalyst for future development in 
this area of southern Ontario. Finally, the recently announced twin 
Candu nuclear reactor sale to Romania is reason for optimism about 
Ontario's nuclear industry and may create needed markets for the 
province's heavy-water production. 


The construction of the Alaska Highway pipeline is expected to 
benefit Ontario steel producers. In the longer term, the construction 
of the possible Polar Gas pipeline would have major implications for the 
economy of northern Ontario. 


Ford Motor Company's new $533-million engine plant in Windsor 
will employ 2 600 people when it commences production in the early 
1980s. It will also provide more opportunities to Canadian suppliers of 
production and non-production parts, materials and services which, in 
turn, will generate additional employment. Furthermore, a major 
three-year expansion program is planned for the General Motors 
automatic-transmission plant in Windsor which will create an estimated 
1 500 new jobs and a doubling of output. The increased production 
associated with these plants is expected to lower Canada's automotive 
trade deficit. Development prospects are also promising for the 
aerospace industry. 


In general, therefore, the medium-term prospects for the 
Ontario economy center on selective resource development and a 
strengthening of the higher growth segments of the manufacturing sector. 
Southern Ontario will continue to be the focal point for economic 
activity in the province although a few areas in the north show promise 
for stable growth. 
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WESTERN REGION 


OVERVIEW 


The 1978 gross domestic product in western Canada is expected to reach 
S67. billion,pup'3.5 per cent<in constant’ ‘dollar’ terms from'97 74 
Despite its rapid growth, the economy of western Canada has seen few 
changes in its industrial structure over the last two decades. Primary 
production and primary processing continue to dominate economic 
activity, accounting for 53 per cent of total value-added in goods- 
producing industries compared to 28 per cent for Canada as a whole. 


The four western provinces benefited greatly from the resource 
boom of the early seventies and the current strength of the regional 
economy is closely linked to the energy sector. Prospects for increased 
activity in the mining and construction sectors, along with energy, 
combine to produce a basic optimism for the medium term in the three 
western-most provinces. In addition, the lower value of the Canadian 
dollar should have positive effects for the region's export industries. 
Only in Manitoba is the optimism more guarded for the medium term. 


In comparison to the “Economic Circumstances and Medium-Term 
Prospects by Province” published in February 1978, the short-term 
circumstances for western Canada have improved and the medium-term 
prospects appear significantly better. On balance, a change in mood 
away from pessimism in Manitoba plus improvements in Saskatchewan and, 
to a lesser extent, in British Columbia would appear to more than 
compensate for the expected leveling off of Alberta's economy over the 
short term. The medium term should see a resumption of a strong economic 
performance in Alberta, as well as the beginning of an uranium-led 
resource boom in northern Saskatchewan. British Columbia should 
experience moderate growth. For Manitoba, it is too early to see the 
potential medium-term implications of the current trends. 
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ECONOMIC CIRCUMSTANCES 
Demographic Trends 


Between 1961 and 1978 the combined population of Alberta and British 
Columbia grew from 3 million to almost 4.5 million to account for 19 per 
cent of Canada'a total population. Manitoba's population grew from 

922 000 to over a million in 1978, but as a proportion of Canada it has 
declined. The population of Saskatchewan fell from a high of 960 000 in 
1968 to just under 900 000 by 1974, but has recovered to 948 000 in 
1978, a level similar to that of the early sixties. , As a result of 
these differing trends, the west's share of the national population has 
increased by only one percentage point in two decades, from 26 per cent 
in 1957 to. just. over 27 per cent ani1aie. 


In the medium term these trends are likely to continue. 
Alberta will need substantial in-migration to accomodate major projects, 
but it is unlikely that Saskatchewan and Manitoba will provide the 
number of migrants that they have in the past. The agricultural labour 
force seems to be stabilizing and the rapid labour force growth 
resulting from the post-war baby boom is moderating. Consequently, 
in-migration to Alberta from other regions of the country may become 
relatively more important than it has been in the past. 


Winnipeg's long history of urban supremacy on the prairies is 
being overtaken by growth in the Edmonton-Calgary corridor. Winnipeg, 
with a 1977 population of 581 800 had an increase of only 5.8 per cent 
from 1971. In contrast, Edmonton with 573 700 and Calgary with 495 100 
now have a combined population of over a million, an increase of 18.8 
per cent from the 1971 census. In 1977 the populations of Regina and 
Saskatoon were 154 600 and 136 800 respectively, an increase of 9.9 per 
cent,.and 8.7: per .cent,, since 2971. ) Vancouver's: 1977) population of» lo17:2 
200 was 8.3 per cent above that of 1971, while that of Victoria 
increased by 11.5 per cent to 218 300. 


Between 1971 and 1976 a significant trend was the growth of 
population in regional centres with populations of between 15 OOO and 
100 000. In British Columbia the growth of these regional centres 
reduced the metropolitan dominance of Vancouver and Victoria from 58.5 
per cent of the provincial total in 1971 to 56.0 per cent in 1976, thus 
shifting the provincial population centre of gravity inland. On the 
prairies, regional centres in this size class increased their share of 
total population to 7.5 per cent. However, this was largely at the 
expense of smaller towns with less than 5 000 people, many of which 
showed absolute declines. Prairie metropolitan areas increased their 
share to one-half of the population by 1976. 


Growth in the population of Status Indians and Métis 
continued to be well above the national average. Approximately 200 000 
Status Indians are now estimated to reside in western Canada. An 
increasing proportion, particularly in the 15-30 age group, are choosing 
to live in the metropolitan areas. 
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Labour Markets 


The labour force in the four western provinces reached 3.1 million in 

1978, up 12 per cent since 1975, compared to a national growth of 9.5 

per cent over the same period. Alberta and British Columbia accounted 
for two-thirds of the total and 76 per cent of the increase over this 

period, with Alberta playing a dominant role. 


Only in British Columbia does the seasonally adjusted 
unemployment rate, at 8.2 per cent, equal the national rate of 8.2 
per cent in October, 1978. Saskatchewan's unemployment rate of 4.6 per 
cent in October is the lowest in Canada. Alberta's rate also remains 
relatively low at 4.7 per cent, while Manitoba's level rose to 6.5 per 
cent in October. Since 1975 almost 43. per cent. of the’ national 
employment growth has occurred in the west and this trend is expected to 
continue in the medium term. 


Average weekly wages and salaries in British Columbia and 
Alberta, at $300 and $273 respectively, were above the national average 
of $264, while Manitoba and Saskatchewan, at $236 and $249 respectively, 
were below the national figure. 


Investment Climate 


Total capital investment intentions in western Canada for 1978 are just 
over $24 billion, up from an actual 19/76 capital investment of $20.7 
billion. This represents an increase in the region's share of total 
national capital investment from 37 per cent to 38 per cent. This 
relatively large share is a result of the west's predominance in the 
primary and construction sectors. Their share accounts for over half of 
the national total in those sectors. By contrast, the region's share of 
national manufacturing investment has fluctuated around 19 per cent 
throughout the seventies. 


The prospects of new major developments in the energy and 
related construction sectors are likely to result in a continuation of 
this pattern. The Alaska Highway pipeline, further tar sands 
development in Alberta, heavy oil development in Alberta and 
Saskatchewan, and uranium development in Saskatchewan are examples of 
anticipated investments. With increased demands for materials required 
for these types of activities, investment in manufacturing is also 
likely to increase over the medium term. However, the investment 
outlook in Manitoba is not as optimistic as in other western provinces 
after the recent decline in hydro capital spending. Greater activity is 
expected in the service sectors, and the already noticable growth of 
financial intermediaries and other service industries should increase, 
with Calgary, Edmonton and Vancouver registering continued expansion. 


Sectoral Review 


- In aggregate terms, the industrial structure of western Canada has 
changed little since 1961. Primary production and processing 
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account for 53 per cent of total value-added in goods-producing 
industries, in marked contrast to the national figure of 28 per 
cent. In 1977, the west, with 2/7 per cent of national population, 
had 38 per cent of national capital investment. However, the 
region's manufacturing industry accounted for only l/7 per cent of 
national manufacturing employment and value-added. Employment in 
prairie agriculture has dropped from 250 000 in 1961 to 217 000 in 
1977, but agriculture is still the largest single employer on the 
prairies. British Columbia remains dependent on the exploitation 
of its forestry and mineral resources. 


- Grain from the prairies and lumber and pulp and paper from British 
Columbia are largely sold on world markets and British Columbia in 
particular benefited from the recent decline of the Canadian 
dollar. In general, the west shared more than proportionately in 
the commodity boom of the early seventies and relatively high 
grain prices helped to continue the boom on the prairies through 
1975, some time after it had slowed in the rest of Canada. 
However, net farm incomes dropped by 10 per cent between 1975 and 
19763°a further’ 22) per ‘cent? from 1976° to 1977, and are’ expected to 
fall shishtly aa 97s. 


- The British Columbia forest industry has perhaps fared better than 
the rest of the Canadian forest products industry because of its 
linkages to the American construction industry's lumber 
requirements. However, the relatively high level of residential 
construction of the recent past in the United States is expected 
to decline in the medium term. The pulp and paper component of 
the industry has experienced depressed world markets for much of 
the last few years but registered significant gains in the first 
halt of 9783 


- Until the fall of 1977 the Western mining industry appeared 
relatively strong. With the INCO layoffs at Thompson, and the 
generally depressed state of world markets, uncertainty continues 
in the metal-mining industry although some optimism is suggested 
by the depletion of world mineral inventories. On the other hand, 
the oil and gas and related support industries continue to be 
strong in the west. With the possibility of future uranium 
development in the north, the outlook for the Saskatchewan mining 
industry is optimistic. 


MAJOR ECONOMIC DEVELOPMENT PROSPECTS 


The medium-term future of the western regional economy exhibits 
considerable contrast among the various sectors. The prospects for 
energy appear bright with the decision to build the Alaska Highway 
pipeline and the possibilities of further pipeline construction to tap 
frontier reserves in the longer term. Furthermore, the announced 


64 


projects to bring into production the heavy oil deposits in Alberta and 
Saskatchewan and the probability of more tar sands plants provides for 
additional medium-term opportunities. These developments generate a 
stimulus both to related construction industries and such manufacturing 
industries as the IPSCO pipe mill at Regina and industrial housing from 
ATCO. The uranium resources of Saskatchewan are also promising 
developments in the medium term. 


Outside the energy fields there are certain constraints 
relating to the long-term development of western Canada. The major 
forestry resources of British Columbia are already being tapped, though 
there appears to be an untapped sawmilling potential in the northern 
interior. Most of the remaining forest resources are relatively remote, 
slow growing, or of commercially less desireable species. Although the 
mineral resources of northern British Columbia and the Yukon are rich, 
concern exists about longer run competition from third world countries. 


The manufacturing industry of western Canada has been largely 
related to processing of resources, and further expansion of the 
resource processing sector will be dependent on new resource 
developments. On the other hand, industries supplying specialized 
equipment needed by the mining, pipeline, forestry and other resource 
industries have substantial prospects. 


In the early seventies, concern was expressed about the 
ability of the transportation system, particularly through the Rockies 
and British Columbia ports, to handle the growing resource output of the 
west. Later analysis and further investment in both rail and port 
facilities has suggested that these concerns were overstated, but the 
ability of the transportation system to handle resource output remains a 
continuing concern. 


Another major issue is recurrent water shortages on the 
prairies, which could emerge as a significant constraint to industrial 
development as well as to urban growth. 


The overall sense of guarded optimism associated with most 
areas of the west is also applicable to the two terrritories, although 
the degree to which the Native people of the north will benefit from 
future progress is a concern. In the Yukon Territory, mineral 
exploration, development and production have resulted in a relatively 
healthy economic climate since the late sixties. Most of these 
activities have benefited immensely from the infrastructure that was 
established in the territory during and after World War II. Economic 
circumstances are expected to remain buoyant in the medium term, with 
development activities planned in the transportation sector and the 
mining industry, and, particularly, in the construction of the pipeline 
across the southern Yukon. The increased employment opportunities 
generated by these activities should lead to substantial growth in the 
service sector, including significant growth in the tourism industry. 
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In the Northwest Territories, income and employment 
opportunities are dependent on two major activities: resource 
development and government. Approximately one-half of all wages and 
salaries in the territories originate in the government sector. 
Minerals, oil and gas account for the bulk of exports. However, smaller 
businesses, often related to traditional ways of life, provide a variety 
of occupations to Northernerse They also serve to diversify and 
stabilize the economy and to spread the benefits of major development 
and government activity. Major development projects are expected to 
continue over the medium term and these projects will provide real 
benefits to the north. Recent oil and gas exploration in the Beaufort 
Sea, and mineral production at Nanisivik and the Great Bear Region have 
demonstrated that northern workers and local business services can be 
provided in support of resource developments, thereby supporting 
regional growth centres and small, distant communities through labour 
rotation schemes. 


In summary, the medium-term prospects for the four western 
provinces and the territories are viewed with optimism, with the good 
outlook in the energy sector generally outweighing the less buoyant 
prospects of some other areas of activity. 
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MANITOBA — 


OVERVIEW 


The recent performance and short-term outlook for the Manitoba economy 
suggest a period of relatively slow growth. During the last two years 
the growth of real output has been significantly below the Canadian 
average and indications are that in 1979 this situation will persist, 
although with some modest improvement. These trends have been due to 
below-average performance in output and employment during the past two 
years in the agricultural, mining, forestry, manufacturing and 
construction sectors. 


Nevertheless, preliminary data for 19/78 suggest a mood of 
cautious optimism. Two of Manitoba's key economic sectors, agriculture 
and manufacturing, may be displaying the early signs of recovery. In 
the agriculture sector, gross farm income increased 30 per cent to S6ll 
million during the first seven months of 1978 and, in manufacturing, 
employment increased by 5 000 during the first nine months of 1978, the 
first increase in employment since 19/5. In addition, manufacturing 
shipments and investment have increased significantly. Despite these 
improvements, unemployment increased by 8 000 between September 197/7 and 
September 1978 as the labour force expanded at approximately double the 
rate increase of employment in the province. 


Manitoba has a strong entrepreneurial record and a well- 
diversified economy, with industrial activity evenly distributed among 
the main sectors of manufacturing, resource processing, agriculture and 
financial and distribution services. A significant improvement in the 
prospects of any one of these key sectors will reflect positively on the 
overall performance of the provincial economy. 


6/7 


In comparison to the “Economic Circumstances and Medium-Term 
Prospects by Province” published in February 1978, the current 
circumstances of Manitoba's economy have improved to one of cautious 
optimism. The main reason for this change is the improved outlook for 
Manitoba's manufacturing and agricultural sectors. However, it is 
difficult to determine if this selected recovery can be sustained over 
the medium term. 


ECONOMIC CIRCUMSTANCES 
Demographic Trends 


Preliminary estimates for 19/78 give Manitoba a population of 1 033 O00. 
During the seventies, Manitoba's population increased at an average 
annual growth rate of 0./ per cent in comparison to an average annual 
growth rate of 1.3 per cent nationally, resulting in a decline in 
Manitoba's proportion of Canada's population from 4.6 per cent in 19/0 
to 4.4 per cent in 1977. This trend has continued into 1978. A notable 
exception to this pattern of slow population growth is the province's 
Status Indian population which continues to grow at a rate more than 
twice the provincial average. Although Manitoba's population growth 
rate has not kept pace with Canada, the difference narrowed considerably 
during the 1972-77 period in comparison to the earlier 1966-71 period. 
Much of the population increase has occurred in Winnipeg and the larger 
urban centres. 


Labour Markets 


Due to the modest rate of expansion in the provincial economy, 
Manitoba's labour force and employment expanded during 1977 and the 
first nine months of 1978 at rates that were below those achieved at the 
national level. For the period January to September 1978, the 
seasonally adjusted provincial labour force averaged 474 000, an 
increase of 16 000 over the same period in 1977. With employment 
increasing by only 11 000 to 443 000, the number of unemployed in 
Manitoba increased by 5 000 to 32 000 or from 5.9 per cent to 6./7 per 
cent of the labour force. This compares with a national unemployment 
tate of 8.1 per cent and 8.5 per cent in the comparable period in 1977 
and 1978 respectively. 


Labour market statistics suggest that, for the first time 
since 1975, employment in Manitoba's manufacturing sector is beginning 
to increase, amounting to 60 000 during the first nine months of 1972 in 
comparison to 54 000 during tne same period of 1977. 


Employment in agriculture and other primary industries has 
changed little while, despite a prolonged strike this past summer, 
construction employment is reported to have increased significantly. 
Overall employment growth in the service industries was marginal with 
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moderate gains in the trade and personal services sectors dampened by 
zero growth in the finance, insurance and real estate sectors and 


declines in the public administration and transportation/utilities 
sectors. 


Investment Climate 


Revised investment intentions for 1978 indicate that total new capital 
expenditures will increase by $8.8 million in Manitoba this year, an 
increase of less than 1 per cent. The goods-producing industries will 
experience the largest increase with manufacturing up 12.5 per cent to 
$83 million, and primary industries up 11.3 per cent to $407 million. 
Increases in the service sector will range from marginal for housing to 
moderate for institutions and government departments. Utilities is the 
only sector expected to experience a decline in new capital investment 
in 1978 with a dramatic fall of 16.7 per cent from $581 million in 1977 
to $484 million this year. 


Since 1966 there has been a substantial shift in new capital 
spending from private sector manufacturing to public sector utilities. 
This dramatic increase in utilities investment ameliorated to some 
extent the impact of the relative decline in private sector 
manufacturing investment. However, with the recent decline in northern 
hydro-electric development, the impact of the relatively low level of 
investment in the manufacturing sector has become more apparent. 


Although the percentage increase in new capital investment in 
Manitoba's manufacturing sector is expected to be significant this year, 
the current level of spending will still only equal levels achieved in 
the late sixties. When inflation is taken into account, new capital 
investment in Manitoba's manufacturing sector is actually considerably 
below levels achieved a decade ago. 


Sectoral Review 


- In the agricultural sector, substantial increases in gross farm 
income are forecast for 1978. For the period January-July 1978, 
total farm cash receipts amounted to $611 million, an increase of 
29.6 per cent over the same period in 19//. All major sectors of 
the Manitoba farm economy have been showing strength in 1978 with 
cash receipts from livestock production totalling $249 million by 
theyend ote July .amdmcrease) of! 22) peracents over thej previous 
year, and crop receipts up 39 per cent to $352 million. 
Expectations are for a good crop this year in terms of both volume 
and quality. The market for hogs has strengthened considerably 
with both price and volume up, while cattle prices are 
substantially higher although the volume has not increased. This 
year has been a record for grain exports with high-quality grain 
bringing a good price. The improved position of the agriculture 
sector is reflected in farm implement and equipment sales which 
rose by a dramatic 38.2 per cent during the first eight months of 
1978, the largest increase in Canada. 
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- In 1977, the combined production of nickel, zinc and copper, which 
together account for more than 95 per cent of the value of the 
province's mineral output, increased only marginally in value, and 
of the three, only copper increased in volume output. This 
decline in real output of metal mines is the result of a 
world-wide surplus of base metals. Mineral output is expected to 
decline further in 1978. Nickel output is estimated to have 
declined almost one-third in volume during the first eight months 
of 1978 with the volume of production of copper and zinc the same 
as last year. However, the value of copper and zinc output is 
expected to increase this year because of the depreciated Canadian 
dollar. The present outlook for nickel is still very uncertain 
with INCO operating only two of its three mines in Thompson. Total 
employment at INCO's Thompson facility is reported to have 
declined by 1 000 between January 1977 and January 1978. The 
world nickel market is now not expected to experience any 
significant recovery until 1981. Copper prices have shown a 
slight improvement as the world copper stockpile has declined. The 
market may continue to improve next year. 


- Preliminary data on output, employment and investment suggest that 
Manitoba's manufacturing sector may be in the early stages of an 
economic recovery. Following a poor performance in 1977, the 
value of shipments by Manitoba manufacturers appears to have 
strengthened in 1978. In the first six months of the year, the 
value of Manitoba manufacturing shipments registered an increase 
of 13.5 per cent over the same period in 1977. At the same time, 
shipments increased by 14.6 per cent in Canada and 17.9 per cent 
in western Canada. The primary metal, chemical and electrical 
products industries have shown some dynamism in 1978 with shipment 
increases in excess of 20 per cent, while the clothing, printing 
and wood industries had shipment increases in the 10 to 20 per 
cent range. Output in the non-metallic mineral products and 
leather industries declined by more than 10 per cent during the 
first four months of 1978, while the textile and metal-fabricating 
industries experienced declines of less than 10 per cent. 


- Despite a prolonged construction strike this summer, a reduction 
in provincial government capital expenditure projects, and a 
further delay in northern hydro-electric power developments, the 
construction industry in Manitoba recorded an employment increase 
of 14 per cent during the first nine months of 1978 over the same 
period in 1977. Contributing to this strength is the dramatic 
increase in dwelling unit starts in Manitoba during the first six 
months of 1978; ups/4.6oper scent) drome 41 2359 to 7) 396aunites This 
compares to a marginal decline in dwelling unit starts at the 
national level. 


Employment growth in the service-producing industries, which 


increased by only 5 000 or less than 2 per cent in 1977, is 
continuing a pattern of slow growth in 1978. However, this sector 
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continues to dominate employment, accounting for 70 per cent of 
the provincial total. Retail trade in Manitoba during the first 
six months of 1978 has not kept pace with growth at the national 


level, increasing by 9.6 per cent provincially and 11.3 per cent 
nationally. 


- Because of the substantial electrical generating capacity in 
Manitoba, initiatives in the energy sector are focused on the 
investigation of export markets for Manitoba's surplus 
electricity. The provincial government in conjunction with the 
other western provinces is currently exploring the possibility of 
an expanded east-west transmission system which would enable 
Manitoba to export to the other western provinces. Negotiations 
are also under way with Nebraska Public Power District, a 
reflection of the general interest in exploring expanded 
interconnections with electrical utilities in the United States. 


MAJOR ECONOMIC DEVELOPMENT PROSPECTS 


Although the diversity of the Manitoba economy will continue to allow a 
range of development opportunities contributing to a modest rate of 
growth, and although business confidence appears to be improving, the 
overall economic development prospects of Manitoba remain much more 
modest than those of most areas of Canada. While some sectors of the 
provincial economy have recently exhibited strength, there are 
relatively few major development prospects. To improve upon areas of 
potential in the economy, selected federal/provincial economic 
initiatives are being undertaken. These initiatives are designed to 
encourage new investment, employment and industrial growth. Since 
February, substantial progress has been made in mounting federal/- 
provincial development initiatives in manufacturing, agriculture and 
tourism. 


With regard to manufacturing, the recently signed Canada/ 
Manitoba Subsidiary Agreement on Industrial Development has been 
designed to accelerate the industrial development process by improving 
the performance of the industrial sectors in Manitoba that are important 
because of their size, linkages and long-term growth potential. These 
include primary metals, food and beverage, health care products, light 
machinery, transportation equipment, and aerospace/electronic products. 


In the agriculture sector, the key development prospect over 
the medium-term is expanded production of high-value specialty crops 
that can be processed in Manitoba such as potatoes, soybeans and grain 
corn. Expanded production of these crops would be enhanced through 
improvements in drainage and irrigation in specialty-crop growing zones 
and through demonstration of crop management and adaptability. Because 
of the high value-added potential of livestock production, increased 
attention is also being devoted to improving the efficiency of forage to 
red meat conversion. Federal/provincial discussions of these measures 
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through a value-added crops product subsidiary agreement are well 
advanced. This initiative is complementary to the industrial 
development strategy detailed in the Canada/Manitoba Subsidiary 
Agreement on Industrial Development. 


Water development continues to be a major priority in 
improving the economic performance of industrial and resource sectors. 
Because of the 1976-77 drought, an interim water-development initiative 
is being explored to coordinate existing federal and provincial water- 
supply development programs and to determine the longer term water- 
development strategy needed to support economic expansion and buttress 
the performance of the economy in drought periods. 


Development assistance to the tourism industry is a priority 
under the Canada/Manitoba General Development Agreement. Consistent 
with the recommendations of the recent IT&C Consultative Task Force 
report on the Canadian tourism industry, the tourism initiative in 
Manitoba emphasizes the development of a number of major destination 
areas and measures to improve the productivity and organization of the 
industry. These measures are designed to stimulate private sector 
investment and employment, and to improve the balance-of-payments travel 
account while increasing the overall contribution of this industry to 
the Manitoba economy. 


In addition to these initiatives a number of developments are 
taking place in northern Manitoba. Discussions in the context of the 
northlands agreement have considered economic development projects which 
would integrate measures to improve the efficiency and productivity of 
commercial forestry operations with activities which improve employment 
options for northern residents. In the mining sector, Sherritt Gordon 
is undertaking a $27 million underground development at Ruttan Lake and 
Hudson Bay Mining and Smelting is building a $26 million concentrator 
and mill at Snow Lake. As well, recent exploration activity has 
produced some encouraging preliminary signs. 


In summary, despite the fact that some economic development 


prospects do exist in Manitoba, they appear to be more modest than those 
in other parts of western Canada. 
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SASKATCHEWAN 


OVERVIEW 


The Saskatchewan economy continues to be dominated by the production of 
primary products. Periods of rapid economic growth have resulted mainly 
from either higher grain prices or a new resource find. A decline in 
commodity prices or a crop failure has a drastic downward effect on the 
provincial economy. As a result, the economy of Saskatchewan has been 
characterized, to a greater extent than any other province, by 
relatively large swings in economic activity. 


Throughout the 1950s and 1960s the traditional agriculture 
employment base continued to decline due to farm consolidation and 
increasing capitalization. Until recently, few industrial developments 
had occurred to offset these changes and the effect had been a net 
out-flow of population from the province, an upward shift in the age 
distribution of the province's labour force, a significant rural-urban 
shift in population and the demise of many small communities. 


This situation is beginning to change and, in the medium tern, 
although the economy of Saskatchewan will continue to be resource 
oriented and subject to wide cyclical swings, a potential for strong 
economic growth exists. Opportunities exist in energy-related mining 
activities, potash, iron and steel related activities, farm machinery, 
and increased value-added by processing agricultural products. These 
opportunities, if realized, will assist in diversifying Saskatchewan's 
economic base and encourage increased Native participation through the 
development of the northern part of the province. The major challenge 
is the need to diversify employment opportunities in order to absorb new 
entrants to the labour force. 
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In comparison to the “Economic Circumstances and Medium-Term 
Prospects by Province” published in February 19/78, the short-term 
circumstances of Saskatchewan's economy show a steady improvement while 
the medium-term prospects are for strong growth. Farm cash receipts are 
up and manufacturing output shows signs of improvement. 


Manufacturing investments are down this year but are expected 
to improve in 1979. Because of the potential heavy oil developments and 
investments in new uranium mines, the medium-term outlook is distinctly 
optimistic. 


ECONOMIC CIRCUMSTANCES 
Demographic Trends 


Over the past 40 years, the population of Saskatchewan has fluctuated 
considerably. Although the July 1978 population of 948 000 represents a 
significant increase from the April 1974 low of 900 000, it is only 
slightly higher than the 1936 figure. From 1968 to 1974 the population 
dropped by 59 100. 


The province is becoming more urbanized with 31 per cent of 
the population concentrated in the two metropolitan centres, Regina 
(155 000 population) and Saskatoon (137 000 population). A series of 
regional service centres are distributed an average of 125 miles apart, 
each with a population ranging from 5 000 to 35 000. Towns of 2 000 to 
5 000 are scattered throughout each region and villages of fewer than 
2 OOO persons are located every eight to ten miles. 


Labour Markets 


The unemployment rate’ in Saskatchewan is well below the national rate. 
The seasonally adjusted September 1978 figure was 4.9 per cent, in 
contrast to the national average of 8.5 per cent. However, since 1975, 
provincial employment has increased by 11.1 per cent and the labour 
force has grown even faster, at 12.8 per cent. 


Investment Climate 


In 1978, manufacturing investment is expected to decline by 37.6 per 
cent whereas investment in primary industries (potash, uranium and coal) 
is expected to increase by 24.0 per cent. Total investment in 1978 is 
estimated to be over $2.4 billion, an 8.1 per cent increase over 1977. 


Possible spin-off industries from developments in the primary 
sector could result in more investment over the next few years in 
resource processing facilities, such as a heavy oil plant and an uranium 
refinery. Manufacturing opportunities may also arise as a result of 
developments in the mining sector. 
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In the construction sector, rising interest rates and some 
over-building in housing are expected to dampen new investment 
initiatives in the residential and commercial sectors. However, 
potential northern development could mitigate this trend in northern and 
central Saskatchewan. 


Sectoral Review 


- Agriculture normally accounts for half the value-added in 
Saskatchewan's goods-producing sector. Farm cash receipts, at 
$1.6 billion for January to August 1978, are up 14.3 per cent over 
the same period in 1977. This is due largely to stable grain 
markets, an upswing in cattle prices, and the decline of the 
Canadian dollar. Rising world grain inventories are causing some 
concern. Production in 1978 is expected to increase beyond 1977 
levels. 


- The strengthened grain export demand has placed pressure on 
existing grain transportation systems to maintain a high level of 
throughput. 


- The mining industry is the second largest contributor to value- 
added in the province, accounting for $/52 million or 20.2 per 
cent of the total goods-producing sector in 19/75. However, it 
accounts for only 2 to 3 per cent of provincial employment. Total 
production from the mining sector is expected to increase between 
2vands 3xpexi cents ins LO Bvand 197 9. 


- Manufacturing accounts for 12.2 per cent of value-added in the 
provincial goods-producing sector in 1975 and approximately 6 per 
cent of employment. Areas where some real increase has likely 
occurred in 1978 are food and beverages, wood industries, metal 
fabrication and machinery. 


- The service sector in Saskatchewan accounts for approximately 59 
per cent of provincial employment and 57 per cent of estimated 
provincial real domestic product in 1978. The traditionally 
decentralized distribution system is adjusting to increasing 
urbanization and the more centralized shopping patterns of rural 
residents. 


Sub-Provincial Circumstances 
The decline of many small communities and the trend toward urbanization 
focuses on the continued problems of rural areas to provide employment 


and income opportunities. Increased stability of rural communities is 
essential to support agricultural development. 
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In northern Saskatchewan, the basic industries are forestry 
and mining. The anticipated increases in mining and the resultant 
increase in other economic activity requires government programs to 
ensure that many of the socio-economic benefits accrue to local people. 
Examples include the arrangement between the Government of Saskatchewan 
and AMOK Limitée to utilize local residents for 50 per cent of the 
employment needs, as well as the Canada-Saskatchewan northlands 
development agreement. 


MAJOR ECONOMIC DEVELOPMENT PROSPECTS 


World demand for food will increase over the medium term, thereby 
ensuring market opportunities for Saskatchewan grain. Grain production 
will continue to dominate the provincial economy. However, due to the 
highly capital-intensive nature of grain farming, if increased job 
opportunities are to occur, the grain economy must be complemented by 
other activities, particularly resource processing and manufacturing. 


Future opportunities in manufacturing are possible in high 
technology and high value products where local resources are used in the 
production process, such as health and energy products from an 
industrial fermentation process. 


Saskatchewan is estimated to have 30 per cent of Canada's 
total uranium reserves, which in turn are 10 to 15 per cent of the 
non-communist world total. The Cluff Lake Board of Inquiry issued a 
report this year recommending that the provincial government allow 
uranium mining to proceed, subject to various safeguards and 
socio-economic requirements. If the existing mining projects are 
completed by the mid-1980s, Saskatchewan's production capacity and 
provincial royalties would increase substantially. The development 
could encourage the establishment of an uranium refinery near Saskatoon 
in the medium term. 


The anticipated construction of the Alaska Highway pipeline 
could benefit IPSCO's future market for pipe and other steel products. 


Significant opportunities could occur in the mining and 
processing of heavy oil in west-central Saskatchewan. A heavy oil 
upgrading plant (costing from $700 million to $1 billion) would result 
in substantial socio-economic benefits to the province in both direct 
employment at the plant and considerable indirect employment in the 
oilfields as well as in industries providing equipment and services to 
this sector. 


Strong opportunities for developing Saskatchewan coal in the 
Estevan area should be evident in the medium term, due to increased 
demands for electricity (such as from the expanded steel plant in 
Regina), long-term contracts with Ontario Hydro and a general require- 
ment to meet the growth in domestic energy demand. 
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The medium-term demand for potash (from both developing 
countries and the United States) is expected to be firm. The 
Saskatchewan Potash Corporation is expanding its production capacity at 
Rocanville and Lanigan. 
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ALBERTA 


OVERVIEW 


Alberta's economic performance over the past five years has been 
impressive and this is expected to continue into the 1980s. A major 
contributor to Alberta's recent economic growth has been the 
construction activity associated with large energy-related projects. 
It is worth noting that the completion of the construction phase of 
Syncrude and other such developments have contributed to a somewhat 
lower rate of growth of employment and real domestic product and a 
modest rise in the unemployment rate. 


Although delays in major energy developments could further 
dampen the growth in the short term, the commencement of these projects 
during the 1979-82 period should result in continued buoyancy in the 
medium term. The timing of these projects depends on world markets, 
competition from other energy sources and the prices for oil and gas. 


Major opportunities to diversify the provincial economy lie in 
increased processing of agricultural and forest products, tourism 
development and petrochemical processing. The prospects for 
agricultural processing and agricultural performance in general will, in 
part, depend on access to markets and improvements in the transportation 
system. Growth in the petrochemical industry will depend on world 
market considerations as well as the future world price for oil. 


In comparison to the "Economic Circumstances and Medium-Term 
Prospects by Province” published in February 1978, the short-term 
circumstances of Alberta's economy are somewhat less optimistic 
(although still very favourable), while the medium-term prospects 
continue to look bright. Construction of the massive energy projects 
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which sustained Alberta's rapid growth over the past five years has 
fallen off. This lull should dampen short-term performance, but 
resumption of construction activity on major projects in the medium term 
should again stimulate rapid economic growth The recent passage of the 
Energy Bill in the U.S. suggests a late 1979 or early 1980 construction 
start for the Alaska Highway natural gas pipeline. 


ECONOMIC CIRCUMSTANCES 
Demographic Trends 


The population of Alberta increased from 1.6 million to 1.9 million 
between 1971 and 1978, as the province overtook British Columbia as the 
most rapidly growing province in terms of population. This rapid rate 
of growth is expected to slow slightly during the 1978-79 period and 
then rise again as the in-migration rate responds to employment 
opportunities generated by major projects which are expected to begin in 
the 1979-82 period. By 1982 the province could have a population in 
excess of 2.2 million, the majority of which would be concentrated in 
the Edmonton-Calgary corridor. 


Labour Markets 


Alberta entered the 1970s with an unemployment rate of 5.1 per cent and 
an annual employment growth rate of 1.6 per cent. By 1974, major energy 
developments had stimulated the economy to such an extent that the 
unemployment rate had dropped to 3.4 per cent. In the past two years, 
the annual employment growth rate experienced in the mid-1970s has not 
been sustained and the unemployment rate has risen to 4./ per cent. It 
is expected to continue to move gradually upwards in 1978 and may reach 
5-8 per cent in 1979, until the effects of new energy developments are 
felt. These projects’ will likely push the employment growth rate to 
levels prevailing early in the seventies, while creating skilled labour 
shortages and upward pressures on selected wages and salaries. 


Investment Climate 


Alberta has enjoyed a favourable investment climate throughout the 
1970s. Early in the decade, the growth rate in new capital expenditures 
rose dramatically, reaching a high of 30 per cent in 1976. In 1977, new 
capital expenditures rose by 12.4 per cent. Although investments in 
major energy-related projects have been lower in 1978, expansions in new 
housing construction and commercial developments may maintain the 

growth in new capital expenditures at about the 1977 rate. High annual 
increases are again expected in the early 1980s when oil sands 
developments, the Alaska Highway pipeline and other major projects will 
generate new investments. 
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Sectoral Review 


- Alberta's net farm income rose from $270 million in 1970 to $893 
million in 1975, mainly on the strength of increased grain prices. 
Production costs increases caught up with price increases in 1976, 
resulting in a decline of net farm income to $733 million. This 
trend continued in 1977, with net farm income dropping to $625 
million. A substantial upswing in beef prices may improve the 
situation somewhat, although lower quality of grain in 1978 may 
have an opposite effect. 


- Alberta's production of bituminous and sub-bituminous coal more 
than doubled from 1970 to 1977 when it reached 15.6 million short 
tonse Total coal production in 1978 should be around the 1977 
level but the output of thermal coal will increase, while 
metallurgical coal output will decline. The demand for thermal 
coal is expected to remain strong in the longer term as a result 
of expanded shipments to Ontario Hydro and increasing electrical 
generating capacity in Alberta. The use of thermal coal to 
generate steam for on-site extraction of bitumen from the oil 
sands may also expand its use in the future. 


-. Crude oil production peaked in 1973 at 523 million barrels, but by 
1977 production had declined to 384 million barrels. This 
downward trend will continue through 1982, but will be slowed 
somewhat by increased production from Alberta's oil sands. Natural 
gas production has experienced a steady increase over the past 
five years, reaching 3 143 billion cubic feet in 1977. Production 
levels in 1978 are expected to remain at this level or decline 
slightly. Lack of markets and depressed demand rather than 
physical availability are the chief causes of this reversal. 


- Alberta's manufacturing industries have not succeeded in 
increasing their share of provincial value-added over the past 
several years despite rapid growth in Alberta's economy. In 19/76 
they accounted for slightly less than 10 per cent of total output 
in Alberta, compared with 20 per cent nationally. Over the past 
five years, the composition of Alberta's manufacturing industries 
has slowly begun to shift away from the traditional dominance of 
the food and beverage industry. In 19/1, over 26 per cent of 
manufacturing value-added came from food and beverages, while in 
1976 it had dropped to less than 24 per cent. The petrochemical 
industry is expanding to further increase its share of 
manufacturing value-added if it can overcome world marketing 
problems. Similarly, the lumber industry's medium-term viability 
depends on international market demand. The outlook for the pulp 
and paper industry over the next five years appears encouraging. 
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- As in other provinces, the service sector is Alberta's largest 
employer. As Alberta's population expanded, the service 
industries dramatically increased their share of provincial 
employment. In 1977 this sector generated half of provincial 
value-added and approximately two-thirds of provincial employment. 
The fastest growing component of this sector is financial 
services, which is increasing due to the financial requirements of 
the large energy projects and the attraction of the short-term 
money markets to Alberta because of the Heritage Savings Trust 
Fund. This trend should continue at least through the early 
1980s. The Alberta tourism industry may be an increasingly 
important part of the service sector in the future, as indicated 
by the success of the "Stamp Around Alberta” program. 


Sub-Provincial Circumstances 


Alberta's dependence upon energy, agriculture and construction created a 
geographic imbalance in the distribution of the benefits of economic 
growth. This economic imbalance has been seen in the rapid growth in 
the Edmonton-Calgary corridor in contrast to the limited opportunities 
in the rural areas of northern and east-central Alberta. Although the 
trend has been slowing, employment growth in the corridor remains 
strong. Currently about 70 per cent of total employment is in this 
area. 


Despite relatively slow growth in the past, many rural 
communities have the potential to diversify their economic base and 
participate in the province's economic growth. Further processing of 
agricultural and forest products could lead to increased activity in all 
economic sectors of the rural community. This could be further 
supplemented by increased tourism development. 


MAJOR ECONOMIC DEVELOPMENT PROSPECTS 


Construction of the Alberta portion of the Alaska Highway natural gas 
pipeline is now expected to commence in late 19/79 and be completed in 
1983. This project will provide a major stimulus to the province since 
a sizeable portion of the labour and materials will come from Alberta. 


Three energy-related ventures may commence during the next 
five years: Syncrude may expand as early as 1984; Shell has proposed a 
$4.1-billion plant to be begun in 1981; and Imperial Oil has proposed 
the construction of an on-site heavy oil plant near Cold Lake. The 


scale and timing of these developments will depend upon the future world 
price for crude oil. 


Several heavy oil upgrading facilities have been discussed for 
the Lloydminster area of Alberta or Saskatchewan with construction 
schedules indicating a 1982 completion. 
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The development of a major petrochemical industry has been 
identified as a significant development opportunity for Alberta. 
However, in the medium term there is still uncertainty over markets, 
particularly in view of excess North American capacity and the effects 
of existing tariff barriers abroad on Canadian petrochemicals. 


Market considerations, as well as capital availability and 
transportation costs, will be major considerations in the decision as to 
whether construction of the proposed $250-million pulp mill at 
Whitecourt will go ahead in 1982 as planned. 


The further processing of Alberta's farm products could 
benefit the agricultural industry. As well, farmers' incomes could be 
enhanced through alternate markets for existing production and through 
growing new crops for new markets. This potential could also help to 
further stimulate the rural economy. 


In summary, Alberta's medium-term prospects are closely 
related to those of the energy sector. Although the exact timing of 
major energy projects is uncertain, the medium-term outlook in general 
is bright. Selected prospects outside of the energy sector also 
contribute to the positive outlook for the early 1980s. 
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BRITISH COLUMBIA 


OVERVIEW 


Real output in British Columbia is forecast to rise by 3.7 per cent in 
1978, somewhat below the 5 per cent increase achieved in 1977. The 
outlook for 1979 suggests that real growth in the provincial economy 
will stay around the 1978 rate with increased activity primarily in the 
mining and construction sectors expected to offset a levelling-off in 
the forest industries. 


Recent years have seen a convergence of the economic growth 
trends of British Columbia with those of the rest of the country, in 
contrast to the more rapid growth of the province prior to the 
mid-1970s. The slower rate of growth in the British Columbia economy is 
the result of a slowdown in the world economy and corresponding weak 
markets for British Columbia's resource-based products. A strong 
performance in employment creation during the first half of 1978 lowered 
British Columbia's traditionally high unemployment rate to 8.2 per cent 
in October from 8.4 per cent in the corresponding month of 1977. Weaker 
employment growth is forecast for 19/9, with the average unemployment 
rate expected to rise to around 8.3 per cent. 


New capital investment is expected to increase by 11.6 per 
cent in current dollar terms in 19/78, an improvement over the 8.1 per 
cent recorded in 1977. The provincial government announced a budget 
surplus of $140 million for the 19/7/7-/8 fiscal year. 


The medium-term prospects of the British Columbia economy 
suggest a continuation of moderate growth. Although major increases in 
international demand for British Columbia exports are not expected in 
the shorter term, unanticipated demand for some products (e.g. newsprint 
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and construction lumber) or unexpected interruptions to world supplies 
(e.g. copper) could significantly benefit the provincial economy. 


In comparison to the “Economic Circumstances and Medium-Term 
Prospects by Province" published in February 1978, the current 
circumstances of British Columbia's economy show signs of improvement 
with the medium-term prospects indicating moderate growth. An increase 
in investment spending, as well as increased manufacturing output 
(lumber and pulp and paper), has helped to stimulate a slightly improved 
rate of real economic growth in British Columbia. The medium-term 
prospects would be strongly influenced by improvements in world demand 
for British Columbia's primary forest and mineral products. 


ECONOMIC CIRCUMSTANCES 
Demographic Trends 


The population of British Columbia on July 1, 19/73 was estimated to be 
2 533 000, an increase of 35 000 during the previous year. This is 
substantially below growth levels of the early 1970s and reflects, in 
part, the very buoyant economic conditions in Alberta. 


The province, traditionally the major recipient of 
interprovincial migration in western Canada, has recently lost this 
position to Alberta. British Columbia's population in the period 
1971-76 grew by 12.9 per cent, down from 16.6 per cent for the 1966-71 
period. Population in the Vancouver-centered Lower Mainland grew by 6.1 
per cent, while the Victoria metropolitan area population increased by 
9.7 per cent. In comparison, non-metropolitan areas recorded a 
population growth of 16.2 per cent during the same period. 


Labour Markets 


The British Columbia labour market is characterized by a persistently 
high rate of unemployment, averaging 7./ per cent for the last five 
years. However, a strong performance in employment creation in the 
first 10 months of 1978 resulted in a lower rate of unemployment. 
Average weekly wages and salaries in British Columbia, at over $300, 
continue to be the highest in Canada. 


Investment Climate 


The climate for investment in British Columbia has improved in recent 
years. Historically, investments in the province have been dominated by 
large-scale resource and utility developments. Recent initiatives to 
promote small business, particularly in manufacturing and the travel 
industry, are expected to have important local impacts. As an energy- 
rich province, the medium-term prospects for British Columbia will 
remain favourable with respect to capital investment in energy as well 
as the forestry and mineral industries. New capital investment 
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estimated at $6.3 billion in 1978 will represent an increase of 11.6 per 


cent over the previous year, and will exceed the national increase of 
7.4 per cent. 


Sectoral Review 


— In the agricultural sector, farm cash receipts for 1977 totalled 
$494 million, slightly up from 1976. Current information 
indicates that ranchers and fruit farmers will have a good year in 
1978 and that favourable fall weather will modify earlier 
predictions of vegetable and grain crop losses. Present 
expectations are that 19/8 will be a near record year. 


- Following the records set in 1976 and 1977, the fishing industry 
may again register a good year in terms of value of fish landed. 
However, international fishing disputes and increasing foreign 
control of fish processing are issues of concern in this 
industry. 


- The value of mineral production in 1978 is expected to exceed 
$2 billion, stimulated by an increased value of petroleum and 
natural gas sales and slightly higher production of coal in 
conjunction with stable prices. This impressive performance will 
take place despite closures of several mines due to ore depletion 
and continued low copper prices. However, there are indications 
that markets and prices are gradually recovering as the world 
copper stockpile is reduced and world demand for lead, zinc, 
molybdenum and asbestos becomes firmer. Developments in 1978 
include the first full year of production from the Afton copper 
mine and smelter complex near Kamloops and the announcement of the 
reopening of a major molybdenum mine in the northwest. As a large 
portion of British Columbia's mineral exports are priced in U.S. 
dollars, recent Canadian dollar devaluation has had a considerable 
beneficial impact on the industry. 


- The strength of the manufacturing sector is largely attributable 
to increased lumber and pulp and paper production, which 
registered significant gains in the first half of 19/78 compared to 
the same period of the previous year. In the first six months of 
1978 the value of total factory shipments was up by nearly 20 per 
cent. Much of the gain in the value of manufacturing shipments can 
be attributed to the fact that many resource-based manufactured 
products are sold in the United States and that the transactions 
are in U.S. dollars. Recent announcements concerning the 
construction of new ferries at a cost of $60 million may help~to 
avert anticipated problems in the B.C. shipbuilding industry. 


- The lower valued dollar and a sluggish domestic economy have made 
1978 a record year for tourism in British Columbia as more 
residents have taken their holidays locally and more non-residents 
have been attracted to the province. Efforts by the federal and 
provincial governments to develop the potential of the travel 
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industry are expected to assist in maintaining the momentum 
generated by recent increases in activity. 


- The slump in residential construction from levels registered in 
previous years continues in 19/78 with little prospect for an early 
return -to, earlier levels. .in.the first. six months.of 197.6 cthe 
value of building permits fell by nearly 8 per cent from the same 
period in 1977. Similarly, housing starts were down by over 16 
per cent. 


Sub-Provincial Circumstances 


The Alaska Highway natural gas pipeline and the Revelstoke Dam projects 
may have a significant impact on the provincial economy, especially in 
certain non-metropolitan areas. The announced modernization of existing 
facilities in the resource-based industries and a number of other 
mining, forest-based and utility industry developments suggest continued 
growth in the interior of the province. However, much of this 
investment is in capital-intensive operations and, while implying 
significant construction activity, does not necessarily lead to 
large-scale permanent employment creation. Recently federal/provincial 
government programs have been announced that will broaden the economic 
base of non-metropolitan communities through assistance to the 
manufacturing and travel industries. 


MAJOR ECONOMIC DEVELOPMENT PROSPECTS 


External factors will dominate the medium-term future of the province. 
Investment decisions relating to thermal and metallurgical coal 
resources, copper resources, interior sawmilling development and pulp 
and paper opportunities will, as always, be determined largely by export 
demand. 


Significant new gas discoveries in northeast British Columbia, 
the Alaska Highway natural gas pipeline and the construction of more 
hydro-electric generating capacity in northern British Columbia are 
additional development opportunities that may come to fruition in the 
next few years. 


Current overcapacity in the world steel industry has resulted 
in lower prices for metallurgical coal and fewer new contracts. North- 
east coal and expanded Kootenay coal production are unlikely to find 
markets before the 1980s. The full explortation of these developments 
will likely require additional port facilities at Prince Rupert and 
Vancouver and additional bulk railhandling facilities. Development of 
deposits at Hat Creek, near Kamloops, for domestic thermal power 
generation is a major opportunity that could be realized in the medium 
term. Thermal coal production for export, mainly to Japan and Korea, 
may be brought on-stream from existing coal mine operations in the East 
Kootenays, or by new production near tidewater on Vancouver Island, and, 
possibly, as a result of activity at Hat Creek. 
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Although copper mines are presently suffering from weak world 
markets, improved commodity prices may stimulate the development of new 
open-pit copper mines in the central interior and northwest and there 
may be an additional opportunity for the establishment of a new copper 
smelter. 


The sawmilling potential in the northern interior has not been 
fully realized. Increased activity in this sector could result in the 
construction of new sawmills. Also, an opportunity appears to exist for 
expansion of pulp and paper capacity in the province. Both coastal and 
interior locations have been suggested. 


The coastal fishing industry could experience significant 
growth in output as the salmonoid-enhancement program gains momentum. 
Similarly, the agricultural and livestock industries should benefit from 
new programs specifically aimed at improved resource management and 
improved irrigation. 


The current rate of population growth may well continue for 
several years, partially as a result of continued buoyancy in the 
Alberta economy, and may, perhaps, result in reduced local demands for 
residential housing. On the other hand, Alberta's growth has positive 
effects on British Columbia and may well lead, for example, to increased 
transportation investment, particularly in port development. 


In summary, the medium-term prospects for the British Columbia 


economy are generally good, although they are highly dependant on 
developments on the international scene and in adjacent provinces. 
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